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Production Techniques and 
Employment Creation 
in Underdeveloped Economies 


An article recently published in the International Labour Review 
discussed in general terms the problem of making the best use of 
scarce capital in underdeveloped economies, particularly from the 
point of view of expanding output and promoting rapid economic 
growth. The present article discusses the closely related question of 
the choice of production methods, with special reference to the objective 
of creating employment for the existing surplus labour and the growing 
population. Whether and to what extent the two objectives—a rapid 
expansion in both output and employment—can be simultaneously 
achieved will depend, inter alia, on the methods of production used 
in the industries scheduled for development. This subject has been 
considered by the Asian Advisory Committee of the International 
Labour Organisation at its various sessions in connection with its 
examination of social aspects of economic development programmes 
in Asian countries. The present article is a revised version of a paper 
prepared for the Committee to serve as a basis for its discussion of 
this subject at its Eighth Session in 1957.2 


HE purpose of the present article is to explore the problems 

involved in the choice of production methods in the industrial 
development of Asian countries, with special reference to the 
objective of creating additional employment. It comprises three 
parts. The first part considers the various criteria that may be 
applied in the choice of production methods, and the possibility 
of conflict among these criteria. In the second part certain factual 


1“ Some Aspects of Investment Policy in Underdeveloped Countries ”, 
Vol. LXXVII, No. 5, May 1958, pp. 381-416. 

2“ Social Aspects of Economic ee oe Programmes in Asian 
Countries with Special Reference to Capital Formation and Productivity 
in Agriculture (The Comparative Employment Potentials of Different 
Methods of Production and their Respective Roles in Industrial Develop- 
ment) ”, I.L.O. mimeographed document AAC/VIII/D.6, prepared for the 
Eighth Session of the Asian Advisory Committee, New Delhi, 11-12 November 
1957. 
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data are presented to illustrate the kinds of technical information 
which need to be sought on alternative production methods as a 
basis for rational choice. The third part is devoted to some policy 
considerations ; it discusses briefly the varying considerations 
involved in the choice of production methods for different groups 
of industries, the problems raised by the adoption of labour- 
intensive methods with relatively high production costs and the 
role of labour-intensive policy in different frameworks of develop- 
ment programming. The subject requires further analysis and 
study : the present article represents only a preliminary attempt 
in this direction, and some of the observations it contains may 
need to be revised in the light of additional facts as they become 
available. 


CONFLICTS IN CRITERIA 


There is usually more than one method of producing an 
industrial product. In terms of technical characteristics the 
differences between the available methods are mainly to be found 
in the amount of capital required per worker, the output per 
worker and the output per unit of capital. The choice of a particular 
method depends much on the criterion in view. Under the condi- 
tions of Asian countries four different but related criteria might be 
adopted for the choice of production methods. These are as follows : 


(1) maximum employment per unit of capital ; 


(2) maximum output per unit of capital ; 
(3) maximum rate of growth of output and employment ! ; and 
(4) maximum rate of profit. 


The methods which meet one criterion may not be suitable for 
others. In what follows the technical characteristics of different 
production methods which give rise to possible conflicts of criteria 
are briefly examined. 

If maximum employment were the only criterion, the choice 
would be clearly in favour of methods requiring the least amount 
of capital per worker. The hand method with primitive tools 
would be the best. With a small expenditure of capital a large 
quantity of primitive tools could be produced and with these 
tools a large number of the unemployed could be immediately 
put to work. However, because of extremely low output per 
worker the hand method may fail to satisfy the criterion of maxi- 


1 In a more detailed analysis it would be necessary to distinguish between 
maximising the rate of growth of (a) output and (6) employment. 
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mum output. For the output criterion the choice may have to be 
made from among other available methods with higher ratios of 
output per unit of capital than that of the hand method. The 
conflict in criteria will be particularly striking if it so happens that 
the method with the highest output-capital ratio embodies the 
latest techniques of automation requiring the largest amount of 
capital per worker with the least employment potential. 

The third criterion, namely the maximisation of the rate of 
growth of output and employment, is vitally important for the 
Asian countries. The production methods which fulfil this criterion 
may again differ from those which meet the first two criteria. As 
is generally known, a decisive factor governing rate of growth is 
the amount of savings that can be set aside out of income for 
further capital accumulation. The amount of savings resulting 
from a given increase in output and income is, however, likely to 
vary considerably under different methods of production. Compare 
again the hand method with another method requiring much more 
capital per worker but also yielding much higher output per worker. 
Under the hand method, owing to the low output per worker, the 
bulk of additional output and income created are likely to go into 
the worker’s own consumption with little margin left for saving. 
The capital-intensive method, on the other hand, gives a consider- 
ably larger output per worker and from this a greater amount can 
be saved for accumulation even if the wages which the individual 
workers receive also increase. Thus over a longer period the capital- 
intensive method, through its favourable effects on savings and 
capital accumulation, may bring about a greater expansion in 
output and employment than would be possible under the hand 
method, although initially the latter creates greater employment 
and, possibly, also a larger total output. 

All three of the criteria mentioned above are what might be 
called socio-economic criteria concerned specifically either with 
enhancing the immediate welfare of the population (the employment 
and output criteria) or with accelerating the development of the 
national economy (the growth rate criterion). It should be noted 
that none of these criteria is of direct concern to private entre- 


1 For a presentation of this thesis and other arguments for capital- 
intensive methods and high labour productivity in underdeveloped countries, 
see W. GALENSON and H,. LEIBENSTEIN : “ Investment Criteria, Productivity 
and Economic Development ”, in Quarterly Journal of Economics (Cambridge, 
Mass.), Vol. LXTX, No. 3, Aug. 1955, pp. 343-371. See also Joan Rosrnson : 
“ The Choice of Technique”, in Economic Weekly (Bombay), Second Five- 
Year Plan Number, Vol. VIII, Nos. 24, 25 and 26, 23 Jume 1956; K. N, 
Ray : “ Small-Scale Industries : Problem of Technological Change ”, in ibid., 
Vol. VIII, Nos. 14 and 15, 7 and 14 Apr. 1956; and discussions of this 
article in ibid., Vol. VIII, Nos. 17, 18 and 19, 28 Apr., 5 May and 12 May 1956. 
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preneurs who have funds to invest in the industrial fields. For 
them the criterion for the choice of production methods is normally 
the maximum profit rate on the capital to be invested. Under 
this criterion the choice will be determined by the relative technical 
efficiency of the alternative methods and the relative prices of 
the factors of production to be used. In the light of historical 
experience it would seem that the latter are often not of decisive 
importance in influencing the choice because of the overwhelming 
advantages of cost reduction derivable from advanced methods. 

In the countries of Asia, even though wages are markedly 
lower and interest rates higher than in the industrially advanced 
countries, there is some evidence that—over a wide range of 
industrial products—of all the production methods corresponding 
to different levels of technological progress it is still the most 
advanced methods characterised by high capital requirements and 
high output per worker which give the lowest unit cost and the 
highest profit rate. The savings in labour costs achieved by such 
methods seem often to be considerably greater than the concomi- 
tant increase in capital costs. These methods are evidently at 
variance with the employment criterion; nor is it necessarily 
true that they will maximise current output per unit of capital, 
as in many cases for technical reasons the ratio of capital to output 
is distinctly higher than under the labour-intensive methods. On 
the other hand, the methods selected to meet the profit rate cri- 
terion are also more likely to meet the growth-rate criterion, 
provided the profits earned are not spent on higher consumption 
but are reinvested in the production of additional capital goods 
that would make a more rapid increase in output and employment 
possible at a later stage. However, it must be pointed out that, 
under capital-intensive and labour-saving methods, even if em- 
ployment rises rapidly the absolute volume of industrial employ- 
ment created may for a long time remain small in comparison 
with the amount of surplus labour in existence. 

The above general considerations suggest that there are possi- 
bilities that methods of industrial production selected under one 
criterion may come into conflict with other criteria. The choice 
of production methods has therefore become a matter of public 
concern and has indeed formed an integral part of development 
planning. Obviously as a matter of public policy the question of 
the choice of methods—whether capital-intensive or labour- 
intensive—is closely related to the relative emphasis given to the 
various criteria and the scope for compromise, to other measures 
devised to create employment, to the availability of capital 
resources and measures to augment them, and to the particular 
kinds of industries to be developed. 
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TECHNICAL CHARACTERISTICS OF DIFFERENT 
PRODUCTION METHODS 


Whatever the policy considerations may be, the choice of any 
particular method must be based on accurate knowledge of the 
relative advantages and disadvantages of the alternative methods. 
More specifically, it will be necessary to ascertain— 


(a) what different methods are actually available for the 
manufacture of the industrial product in question ; and 


(6) what are the essential differences in the technical character- 
istics of these methods that account for the differences in the degree 
to which they satisfy different criteria. 


As concerns the first question, the variety of methods needing 
to be studied may be considerable, possibly ranging from simple 
traditional methods to the most advanced. Even within the 
domain of what is generally known as Western technology, a wide 
variety of methods may be found for manufacturing a given 
industrial product. 

In regard to the second question, aside from the possible 
differences in the quality of the product and in the durability of 
capital equipment installed under different methods, the essential 
technical differences may be reduced to differences in output per 
worker and in output per unit of capital. From these differences 
can be deduced their reciprocals, namely the differences in the 
amount of labour and capital input per unit of output, and also 
the differences in the ratio of capital per worker. These technical 
data provide a basis for comparing the employment potentials and 
production potentials of the different methods under investigation. 
With additional data on the prices of factors of production an 
approximate idea of their comparative position with respect to 
cost of production and profit rate can be obtained. 


A Hypothetical Example 


The method of inquiry suggested above may be illustrated by a 
simple hypothetical example. In table I are presented four alter- 
native production methods for the manufacture of the same 
output of a given industrial product. A different set of numerical 
values is assigned to the technical characteristics of each method. 
The profit rate as a percentage of fixed capital employed under 
each method is then worked out under three different assumptions 
regarding wage rates and interest rates. It will be seen that capital 
per worker and output per worker both increase progressively 
from the lowest level under method A to the highest level under 
method D. The rates of increase in output per worker are, however, 
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TABLE I. COMPARATIVE ADVANTAGES OF DIFFERENT METHODS OF 
PRODUCTION : A HYPOTHETICAL EXAMPLE 





Method of production 





A c | D 





Total output (units). . . . . | 10,000 , 10,000 | 10,000 
Value added (f). . «.» « » | Saw, | te 10,000 | 10,000 
Amount of fixed capital em- | 

ployed (f) . - -| 2,000 . 10,000 | 20,000 
Number of workers ‘employ ed . 200 50 | 10 
Annual output oa £ of sag 

(units)... 5 a 0.5 
Annual output per "worker | 

(units) . . : 50 | 1,000 
Fixed capital per worker (6 
Durability of capital (years). 








Case 1: Annual wage £45 
Rate of interest 8 per cent. 
£ | £ £ 
Wage bill. . . os 9,000 | 4,500 | 2,250 
Capital cost (interest plus depre- 
Gution) 6. . ; ‘ 560 | 1,467 


Total cost ...| 9,560 | 5,400 | 3,717 





Profit : 
eG ee 440 | 6,283 


As a percentage of fixed 


capital. . . 22 | 63 | 


Case 2: Annual wages: A, £45; B, £90; C, £135; D, £180 
Rate of interest 8 per cent. 
£ | £ | £ £ 
Wage bill. . 9,000 | 9,000 | 6,750 | 1,800 
Capital cost (interest plus depre- 
ciation) . d “4 560 | 1,467 2,600 


Total cost ...| 9,560 | 9Y, 8,217 | 4,400 


| 
| 





Profit : 

Fetal, 2.» 440 | 1,783 | 5,600 

As a percentage “of ‘fixed | 
capital. . . , ‘ 22 18 28 





Case 3: Annual wages as in case 2 
Rate of interest 16 per cent. 
£ | £ £ 
Wage bill. . . ‘ 9,000 9,000 j 1,800 
Capital cost (interest plus depre- 
ee ee ; : | 4,200 


Tetel. cost.4.«. 2 | 6,000 





Profit : 
BOUMs + + 9 6 / | 4,000 
As a percentage Lab fixed | 

capital... . 20 
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not in proportion to the rates of increase in capital per worker ; 
consequently, the output-capital ratios differ considerably.’ It 
should be mentioned that in this example the amount of capital 
required per worker refers to fixed capital only. Working capital 
is not considered, as the extent to which it will vary under different 
methods is much less certain. 

Under these assumed conditions conflicts in criteria will arise 
in the choice of production methods. To meet the employment 
criterion ? the best choice will be method A followed by methods B, 
C and D in this order. For example, for 2,000 units of capital 
invested method A will create employment for 200 workers, method 
B for 40 workers, method C for ten workers and method D for only 
one worker. 

To meet the criterion of maximum output per unit of capital 
the different methods will, in our example, rank in the same order. 
For example, for 2,000 units of capital invested method A will 
produce an annual output of 10,000 units, method B 4,000 units, 
method C 2,000 units and method D only 1,000 units. 

The ranking of the methods in terms of unit costs (i.e. total 
costs divided by total output) depends upon the assumptions made 
regarding wage rates and interest rates. With low wage rates 
throughout and a moderate rate of interest (case 1), method D gives 
the lowest unit costs, followed by methods C, B and A. Methods 
D and C retain their advantage over method A in cases 2 (wages 
increasing with the degree of capital intensity) and 3 (high interest 
rates), but method B falls behind method A. Total profits vary 
inversely with total costs, but the rate of profit expressed as a 
percentage of fixed capital depends not only on the total amount 
of profit but also on the amount of capital employed.* With low 


1 It will not necessarily be the case in practice that output per unit of 
capital will fall, as in our example, as the amount of capital per worker 
increases, Output per worker might rise sufficiently rapidly with an increase 
in capital per worker to permit an increase in output per unit of capital 
employed. 

? That is, the amount of employment provided in the undertaking concerned 
per unit of capital. This is a somewhat narrow interpretation of the employ- 
ment criterion. Other methods may provide more employment opportunities 
elsewhere in the economy, e.g. in the manufacture of capital equipment, or 
(if other methods lead to production at lower costs and prices) in the pro- 
duction of other goods which people become able to buy because they have 
more to spend on other things. 

’ The relationship among various factors affecting the rate of profit on 
the fixed capital employed can be expressed in the following formula : 

p VvVO—W + t) 
= C (i+ 
where P stands for the rate of profit per unit of capital, C for the amount of 
capital required per worker, O for the physical output per worker, V for the 
value added per unit of output, W for the wage rate, i for the rate of interest 
and d for the life span of the capital equipment. Supposing that the rate 


(Conti d on foll page) 
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wages and a moderate interest rate method B gives the highest 
rate of profit, followed by methods C, D and A ; but the profitability 
of method B (and to a smaller extent of method C) falls off greatly 
if wages vary with the degree of capital intensity, and in cases 2 
and 3 the ranking of the different methods in order of rate of profit 
is D, A, C, B. Methods favouring the rate of profit may also, as 
we have seen, be held to favour the rate of growth of output, and of 
employment in the long run. 

This hypothetical example shows that the choice of methods 
will depend partly upon the degree of importance attached to the 
different criteria and partly on the relative prices of capital and 
labour. In some cases the technical superiority of modern large- 
scale methods of production may, however, be so great as to give 
them a decisive advantage over other methods from every point 
of view but that of immediate employment creation, at any wage 
rate and at any rate of interest within realistic limits. 


Some Factual Data 


It would be of interest to draw examples from the actual facts 
of industry to show the differences in technical and economic 
possibilities relevant to the choice of methods of production in 
different industries. Such industrial data are, however, scarce, 
particularly in Asian countries. In what follows some examples 
are given of the different production methods available in the cotton 
textile industry and in the iron and steel industry. In addition an 
attempt is made to bring together some findings from recent studies 
relating to the technical and economic characteristics of production 
methods in manufacturing industries which are particularly rele- 
vant to the problem of choice of production methods in Asian 
countries. As will be noted, practically all the material presented 
in this section is drawn from India. Similar information on other 
Asian countries is not available. In any case the data are cited 
mainly for the purpose of illustration and such observations as may 
arise from an analysis of the Indian materials are probably also 
applicable in some degree to many other Asian countries. 


Alternative Production Methods in the Cotton Textile Industry. 


Some technical data on various production methods being used 
in the Indian cotton textile industry are available for comparison. 


of interest is the same for different methods, then the relative profit rates 
under different methods will be determined by (1) the difference between 
value added per unit of capital and labour cost incurred per unit of capital 
and (2) the life span of the capital equipment. 
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TABLE II. ALTERNATIVE METHODS OF PRODUCTION 
IN COTTON WEAVING 





Hand loom Power loom 


Characteristics | . Semi- 
Throw- : Non | Auto- 
shuttle * si see automatic | matic 
oom 
ie 








Cost per loom 

aS 5 5,000 
Workers per loom .| 1.25 ; | Yee 
Capital per worker | 

> Se 4 | 80,000 
Output per loom 

(yards per shift) . | 30 
Annual output per | 

loom (yards)*® . . | 9,360 
Annual output per | 

unit of capital | 

(yards per rupee) 
Life span of loom 

Sah 1% 5 | 
Annual interest rate | 

(ost, cent)... + « 8 | 
Annual wage rate | 

epets) o:6ieie 3 600 | 600 | | 1,800 


Costs per yard (rupees): | 
Depreciation . . . | 0.0009 | 0.0027 L 0.0178 
Interest . . . . . | 0.0004 | 0.0021 y 0.0128 | 0.0427 





Capital cost .. . | 0.0013 | 0.0048 A 0.0182 | 0.0605 * 
Labour cost . . . | 0.6868 | 0.4113 a 0.0641 | 0.0120 








| | | 
Total cost . . . | 0.6881 0.4161 | 0.0849 0.0823 | 0.0725 
| } | | 





Source : Figures for cost per loom, number of workers per loom and output per loom are from Government 
of India, Ministry of Commerce and Industry : Report of the Textile Inquiry Committee (Delhi, 1954), pp. 11-12 
and 17 and from a report submitted by the International Labour Office to the Fifth Session of the 1.L.O. 
Textiles Committee (Geneva, 1955). Figures for wages, interest rate and durability of loom are rough 
estimates made by the International Labour Office. 

1 Made of bamboo. * Pedal loom of Madanpura make. * Average of a range between two and five 
yards per day given in the source. * Average of a range between four to eight yards. * Assuming 26 shifts 
per month. * Under double shift capital cost per yard will decrease to Rs. 0.009 for the non-automatic 
power loom and to Rs. 0.03 for the automatic loom and the combined capital and labour cost per yard will 
fall to Rs. 0.0731 and Rs. 0.042 respectively. 


Table II gives such data for five alternative methods of cotton 
weaving. These comparative figures are based on rough estimates 
and do not necessarily reflect the actual situation. Furthermore, 
other important technical aspects, e.g., differences in skill require- 
ments, are not taken into account in this comparison. 
Nevertheless, under the technical and cost conditions set out 
in the table it would appear that the throw-shuttle hand loom 
made of bamboo, which is at present not widely in use, fulfils per- 
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fectly the criteria of maximum employment and maximum output 
per unit of capital. But it produces at the highest cost. This type 
of equipment may be introduced to provide subsidiary work for 
peasants, women in particular, who are underemployed but 
cannot leave their land to take up other full-time employment. 
The cloth they produce on such equipment could be used to meet 
the needs of their own households. From the point of view of cost 
reduction the Madanpura semi-automatic pedal loom, which is now 
being introduced in some parts of India, seems to be the best of 
the three types of hand loom. With only a small increase in capital 
requirements it brings down the cost of production to levels com- 
parable to the power loom on a single-shift basis. The automatic 
power*loom, on the other hand, gives by far the lowest capital 
and labour cost per yard working on double or triple shifts, but 
the amount of capital it requires per worker and per unit of output 
is exceedingly large. It should be noted that the relative cost 
positions of these various types of looms are deduced strictly from 
the given cost data.1 They would be altered with changes in cost 
data and particularly in relative wages. In the selection of methods 
the differences in the quality of the products to be produced would 
of course also be taken into consideration. For instance, the hand- 
loom method is suited mainly to the production of coarse cloth. 
There would be a limit to its application even if it were decided as 
a matter of policy to encourage this method for the purpose of 
creating employment and saving capital. 


Alternative Production Methods in the Iron and Steel Industry. 


An example of a somewhat different nature is drawn from the 
modern iron and steel industry. It is generally recognised that the 
age-old methods of making iron and steel have become obsolete, 
as they are incapable of turning out products at costs that can 
meet present industrial needs. Nevertheless, within the confines 
of modern technology different methods of producing iron and 
steel are also available for choice. 

Table III presents the technical and cost data relating to 
three alternative methods which are in commercial operation and 
two of which are considered specially applicable to the conditions 


1JIn the present discussion comparisons are made in terms of private 
economic calculations. For a suggested method for comparing costs and 
benefits from the national economic point of view, see Netherlands Economic 
Institute, Division for Balanced International Growth: The Economics of 
Mill Versus Hand-Loom Weaving in India. A Progress Report on a Method 
(Rotterdam, Sep. 1956, mimeographed). This study makes use of a distinc- 
tion between private costs and social costs discussed in the article “ Some 
Aspects of Investment Policy in Underdeveloped Countries”, op. cit. 
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TABLE III. ALTERNATIVE METHODS OF PRODUCTION IN IRON AND 
STEEL INDUSTRY 
(Based on Canadian data) 


A. CHARACTERISTICS 





Standard Electric Sponge 
blast | smelting | iron 
furnace | furnace | furnace 


| | 


Plant and furnace capacity 





Number of furnaces . . og 2 
Daily output per furnace (tons) . oh va 800 100 | 64 
Man-hour ag Faden ted perton? . . 0.78 1.80 | 2.10 
Daily man-hour requirements per 

plant .. at 624 540 | 269 
Number of production workers per | | 
| 
| 


| 
| 
| 
Total yearly output (tons) . . Pd 280,000 110,000 | 45,000 
1 3 


33.6 
3,000 
67 


plant?. . y 78 67.5 
Total investment (thousands ‘of dol- 

lara)... ss : 28,000 9,750 
Investment per ton of annual output 

(dollars) . . . 100 89 
Investment per production "worker | | 

(dollars)* . . cre e's te w | 359,000 | 144,000 











89,000 





B. PRODUCTION COSTS (IN DOLLARS) PER TON OF IRON 





T 
Standard Electric 


Cost item blast | smelting 
furnace | furnace 


|i 





NY 


PNONSSSY 
Sd 


CE. « «6 + RT Te eee 
DE. « + « Row & MK. < es ene, od 0.97 
pee OS Oy eo ea — 


Power . ee ee ee eee — 

Cooling water . an 

Direct labour costs ‘(at $1. 20 per hour) | 0.94 

Repair and maintenance . . 0.50 0.95 | 

Overhead and miscellaneous (nel 
casting) . is 3.65 3.80 3.25 


| 
Production cost... .......-| 30.33 37.07 | 35.02 
"| 


Coke Pree eS Oe 9.35 7 
} 
} 


PRSSSAS 


Awos 
uw 





Less gas credit 1.90 1.75 — 





Net production cost* . 28.43 35.32 35.02 
Capital charges . 12.00 9.68 8.04 














Total . | 40.43 45.00 43.06 





Source : United Nations : World Iron Ore Resources and Their Utilisation, with Special Reference to the 
Use of Iron Ores in Underdeveloped Areas (New York, 1950), p. 56. 

1 Production workers only, calculated by the International Labour Office from figures for hourly wage 
and direct labour cost per ton, * C by the Inter Labour Office on the assumption of eight 
working hours per day. * Calculated by the International Labour Office. ‘* Substi d Indian 
labour costs, but retaining the other Canadian data, the figures for net production cost and total cost per 
ton were worked out as follows: standard blast furnace, $27.68 and $39.68; electric smelting furnace. 
$33.58 and $43.26; sponge iron furnace, $33.02 and $41.06. (See V. V. Buatr;: “ Employment and Capital 
Intensity ”, in Indian Economic Journal (Bombay), Vol. II, No. 2, Oct. 1954, p. 153.) 
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of economically less-developed countries.! It should be noted that 
this table utilises Canadian data and that the wage rates assumed 
are much higher than is customary in underdeveloped countries. 
It is noteworthy that all these methods are highly capital-intensive. 
Even for the least capital-intensive method, namely the sponge 
iron (Wiberg) process, the investment requirements per produc- 
tion worker amount to as much as 89,000 dollars and the direct 
labour costs incurred form only about 6 per cent. of the total 
cost per ton. The employment criterion thus finds practically no 
place in the choice of methods for iron production. In such a case 
the choice of methods will be guided primarily by other considera- 
tions, such as the availability of capital for initial investment, the 
size of domestic markets, the relative availability of metallurgical 
coke and electric power and the quality of the iron ore to be used. 
These are factors of major importance in determining the relative 
advantages of the different available methods. Lower wage rates 
would improve the advantages of the electric smelting and sponge 
iron process as compared with the standard blast furnace method, 
but could hardly be a decisive factor.? Similar considerations govern 
the choice of methods in many other manufacturing industries as 
well, particularly those for the production of capital goods, and the 
chemical industry, where labour-intensive methods are either non- 
existent or are rendered obsolete by the technical superiority of 
the capital-intensive ones. 


The Relative Capital-Output Ratios in Small, Medium and Large 
Industrial Enterprises. 


Intimately related to the choice of production methods is the 
question of the size of the enterprise. It is a commonly held view 
that a small-scale enterprise is likely to be less capital-intensive 
and provide more employment than a large-scale enterprise for the 
manufacture of the same product. Here again is a field which 
deserves empirical investigation. For the purposes of industrial 
planning it would be useful to compare the capital requirements, 
the employment potential, the relative efficiency, the cost condi- 
tions and other technical aspects of the existing enterprises of 
varying sizes in the industries selected for further development. 

In this connection attention may be drawn to a recent statistical 
comparison of the capital-output ratios and wage cost-output 


1 For a detailed comparison of these three methods, see United Nations : 
World Iron Ore Resources and Their Utilisation with Special Reference to 
the Use of Iron Ores in Underdeveloped Areas (New York, 1950), Ch. 5: 
“ Alternative Technology for Producing Iron and Steel in Underdeveloped 
Countries”, pp. 49-60. 


2 See table III, footnote 4. 
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ratios of small, medium and large-scale groups of certain selected 
Indian industries in 1949 as shown in table IV. One striking fact 
revealed by this comparison is that, contrary to expectations, in 
each of the ten selected industries the ratio of the net value of 
plant and equipment to the gross value of annual output was 
considerably higher in the small-scale firms than in the large-scale 
ones. This, by itself, would seem to suggest that the small-scale 
firms were in fact more capital-intensive. On the other hand, wage 
cost per unit of gross value of output was higher in the case of 
small-scale firms, indicating the lower productivity of labour in 
this sector. Of particular interest is the finding that the ratio of the 
net value of plant and equipment to wage cost was also substantially 
higher in the small-scale than in the large-scale firms. It thus 
appears that under the conditions then prevailing a small-scale 
firm would require more capital to create a given unit of labour 
income than would a large-scale firm. 

These observations are, however, subject to serious reservations. 
It may be noted that in this study the firms classified under the 
small-scale group in fact varied markedly in size, ranging in some 
cases from one to 500 workers. Many of the firms in this group 
may have used production techniques almost identical with those 
used by the large-scale firms. The difference in capital-output ratio 
might be due, in part, to under-utilisation of the capacity of some 
of the smaller firms caused by loss of markets to the larger firms 
because of the greater efficiency in management or the economies 
of large-scale production enjoyed by the latter. Moreover, it should 
be observed that the “ plant and equipment ratio ” is calculated 
in relation to gross value of output. Figures of net value added 
would give a better comparison since there may be differences in 
the range of processes undertaken in firms in different size groups. 
Furthermore, the plant and equipment ratio does not appear to 
allow for possible differences in the length of life of equipment in 
the various size groups. 

The tentative nature of the above findings points to the need 
for more thorough investigation into the relationship between 
methods of production and the size of enterprise in various manu- 
facturing industries, especially for countries where emphasis has 
been given to the development of decentralised small-scale 
industries. 


A Comparison of Power-Using and Non-Power-Using Small 
Industrial Enterprises. 


In regard to the technical and economic characteristics of small 
industrial enterprises some valuable findings have been brought to 
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light by a recent survey of small-scale industrial establishments 
located in the Delhi urban area.! For the purposes of this 
survey a small-scale industrial establishment is defined as one 
working with not more than 19 persons and not less than two 
persons and having a minimum block capital of 250 rupees.? The 
survey covered 13 industries and each industry was divided into 
two groups: units using power and those not using power. For 
each group comparable data were obtained on (a) capital-output 
ratio, (b) capital employed per worker, (c) net value added per 
worker and (d) the amount of surplus generated per worker 
measured by the difference between the net value added per worker 
and the wage per worker. These data are reproduced in table V. 

Several interesting facts may be noted from this table. First, 
within the group of the small industrial units surveyed there was 
no clear tendency for capital-output ratios to rise with an increase 
in the degree of mechanisation, and in several industries the 
capital-output ratios were actually lower for the power-using units. 
Secondly, while, as was expected, labour productivity (measured by 
net value added per worker) and capital intensity (measured by 
capital employed per worker) both increased in the case of power- 
using units, the rate of increase in labour productivity in relation 
to the rate of increase in capital intensity varied greatly in different 
industries. Thirdly, in all cases the amount of surplus per worker 
was far greater for the power-using units than for the non-power- 
using units 3, partly because there was hardly any difference in the 
wage rate between the two groups. But it does not necessarily 
follow that the increased surplus will be ploughed back into invest- 
ment and capital accumulation. “The utilisation of surpluses 
depends primarily on two factors : (a) the total size of the surplus 
generated by the establishment and (6) the type of entrepreneurial 
personality running the business. If the surplus is just large enough 
to meet the consumption requirements of the proprietors, it is 
sealed off from being converted into investment. But if it is more 
than is required by the customary standards of owners’ consump- 
tion, its mode of utilisation depends on the extent to which their 
entrepreneurial outlook is developed.” 4 


1 This survey was conducted by the Delhi School of Economics and 
sponsored by the Research Programmes Committee of the Planning Com- 
mission. For a detailed analysis of the results of this survey see P. N. DHAR : 
“ Some Aspects of Technical Progress in Small-Scale Industries ”, in Indian 
Economic Review (Delhi), Vol. III, No. 1, Feb. 1956, pp. 67 ff. 

2 Block capital includes paid-up capital debentures, reserve funds and 
short-term borrowed funds invested in the business. 

’ The figures in the table tend, however, to exaggerate the difference, since 
no allowance is made for the cost of power. 


4 DHAR, op. cit., p. 75. 
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The survey described above, while confined to small establish- 
ments, suggests certain methods of empirical investigation which 
appear to be particularly helpful to the determination of relative 
advantages of alternative production methods in different indus- 
tries. As the authors themselves recognise, the usefulness of such 
a survey would be greatly enhanced if comparisons could be 
extended to cover large-scale enterprises as well. 


Need for Comparative Study of Existing Methods 


In the above pages several examples have been given to illustrate 
the kind of technical data that are particularly pertinent to the 
evaluation of different methods of production in relation to the 
various criteria discussed earlier. As has been shown, the basic 
data required for such an evaluation are the amount of capital per 
worker, output per worker and output per unit of capital, wages, 
the rate of interest and the length of life of different types of capital 
equipment. At present data of this nature are lacking for most 
of the manufacturing industries covered by the industrialisation 
programmes of the newly developing countries, and such data as 
are available for some industries are usually inadequate for planning 
purposes. 

There is, therefore, a need for systematic comparative study of 
alternative production methods in individual manufacturing 
industries. The purpose of such study would be to provide the 
above data for representative firms using different technologies in 
the industry in question. With such data planners and entre- 
preneurs could gauge more accurately the advantages and dis- 
advantages of the alternative methods according to one criterion 
or another and the feasibility of selecting methods of production 
that would result in a reasonable compromise among the con- 
flicting criteria. A choice could thus be made on a more rational 
basis. At the same time data of this kind would assist the planners 
to locate gaps in production methods that need to be filled by 
technical innovations. 


Need for a New Capfital-Saving Industrial Technology 


It should be recognised that if, in selecting production methods, 
the planners have to adopt one criterion at the expense of another 
it is simply because none of the alternative methods in existence 
can satisfy all the criteria. If a method could be found that would 
at the same time maximise employment, output and the rate of 
growth, it would be preferable to all other methods. 

While it may be too much to hope that any technology can 
combine all these advantages, it would seem that neither the 
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traditional techniques nor, in many cases, the capital-intensive 
techniques developed in the advanced industrial countries are well 
adapted to meet the requirements of countries faced with an urgent 
need simultaneously to raise living standards and to provide 
employment for surplus labour, and to do these things with the very 
limited capital resources at their disposal. Thus, an important 
problem facing the countries of Asia and other countries with 
similar economic characteristics is to develop a new industrial 
technology calculated to reduce to a minimum the conflicts between 
the above criteria. Its central feature should be to combine, as far 
as possible, low capital requirements per worker with high output 
per worker, which also implies high output per unit of capital. Such 
an industrial technology, if it could be developed, could achieve a 
more rapid expansion of both output and employment than would 
be possible with present technologies. To find and apply such a 
technology to different manufacturing industries is, however, a 
difficult engineering task and governments will have a pivotal role 
to play in directing and organising collective and individual efforts 
in this field of industrial invention and innovation. An expanded 
exchange of information on technological matters among the newly 
industrialising countries could quicken the emergence of the kind 
of industrial technology best suited to their requirements. But, 
while these countries should utilise their own technical talents for 
the development of the new technology, they need external assist- 
ance as well. In this connection technical assistance provided by 
the United Nations and specialised agencies could make a particu- 
larly useful contribution. 


SOME PoLicy CONSIDERATIONS 


New production techniques take time to emerge, even under 
the most favourable circumstances. For the industries that are 
being developed or are about to be established the production 
methods to be adopted will still have to be chosen from those 
already in existence. In making a choice among existing methods, 
conflicts in criteria will be difficult to avoid. This raises a number 
of problems in the realm of industrial development policy. In what 
follows some of these problems will be briefly discussed. 


Choice of Methods for Different Groups of Industries 


The problem of choosing industrial techniques is not an abstract 
one : it has to be related to that of selecting industries for develop- 
ment. Employment creation and economy in the use of capital, 
which directly influence the choice of techniques, also affect the 
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choice of industries. But in the broad perspective of industrial 
development planning they are not the only factors, and in some 
countries they may not even be the most important. Others 
include the need to build up the country’s own capital goods 
industries, to replace imports of manufactured goods or to meet an 
additional demand for industrial products generated by expanded 
investment activities and the manufacturing of raw materials with 
which the country is richly endowed. Once it has been decided what 
kinds of industries to develop the question will arise which pro- 
duction methods or combination of methods are to be selected for 
application in each of these industries. 

In terms of comparative characteristics of the alternative 
available methods industries might be classified in the following 
groups : 

(a) industries where to all intents and purposes the effective 
range of choice is confined to the highly capital-intensive methods 
with very low employment potential per unit of capital ; 

(6) industries where, in comparison with coexistent labour- 
intensive methods, capital-intensive methods not only produce at 
lower costs but also yield larger output per unit of capital ; 

(c) industries where capital-intensive methods produce at 
considerably lower cost but yield smaller output per unit of capital 
than labour-intensive methods ; 

(d) industries where capital-intensive methods secure moderate 
cost advantages but yield smaller output per unit of capital than 
labour-intensive methods ; 

(e) industries where labour-intensive methods not only yield 
larger output per unit of capital but also produce at lower cost 
than capital-intensive methods. 


This classification is less clear-cut than it may appear because 
the position of any industry within this classification may depend 
upon the efficiency with which the various undertakings are current- 
ly exploiting the techniques they are using. For instance, in certain 
cases an undertaking making fully effective use of labour-intensive 
methods might actually produce at lower costs than another using 
capital-intensive methods inefficiently. Nevertheless, this classi- 
fication appears to provide a convenient link between the choice 
of methods and the choice of industries. It may also serve as a 
general guide to further factual investigation of the comparative 
advantages of the alternative production methods in different 
manufacturing industries. 

It will be seen that among the industries selected for develop- 
ment those which fall within groups (a) and (e) present little 
difficulty with respect to the choice of production methods. For 
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industries in group (a) there will be no alternative but to adopt 
capital-intensive methods. To this group belong many of the 
‘ capital-goods industries, e.g., the iron and steel, heavy engineering 
and chemical industries. The industries in group (e) will doubtless 
adopt labour-intensive methods, which combine a cost advantage 
with a high employment potential. 

The problem of choice of techniques will arise mainly in indus- 
tries falling in groups (b), (c) and (d). In each of these three 
groups cost considerations would favour the choice of capital- 
intensive methods. Indeed those would be the methods most 
likely to be chosen by private entrepreneurs. From the point of 
view of public policy there is, however, a case for labour-intensive 
methods, which would create more employment. As regards 
economy in the use of capital, certain differences may be noted 
between the three groups. In group (b) capital-intensive methods, 
though requiring more capital per worker, are in fact more capital- 
saving in relation to output than labour-intensive methods. In 
group (c), of which the cotton textile industry in India under the 
conditions assumed in table II above may be cited as an example, 
the low output-capital ratio of the capital-intensive methods, 
which is a disadvantage, has to be weighed against the enormous 
advantages they bring in the way of cost reduction. In group (d) 
the compensating advantages of cost reduction which the capital- 
intensive methods can secure are fairly small as compared with 
the disadvantages of low output-capital ratio. Thus, even in the 
public interest the methods of production appropriate to each of 
these groups might differ considerably in the degree of capital 
intensity. For instance, public policy might favour capital-intensive 
methods for industries in group (0b), in order to secure more output, 
and labour-intensive methods for industries in group (d), in order 
to secure more employment. As to industries in group (c), public 
policy might resort to some sort of compromise by favouring 
capital-intensive methods for industries where cost considerations 
are vitally important and labour-intensive methods for industries 
where they are less so. This, however, illustrates only one of 
many possible forms that public policy could take. 

In reality, the relative emphasis to be given to labour-intensive 
or capital-intensive methods in industrial development is likely to 
differ from one country to another, depending on the particular 
circumstances in each and on the broader aspects of its economic 
and social policy. In countries where industrial development is 
guided primarily by the criterion of low production cost, the 
choice will be in favour of capital-intensive methods wherever 
such methods produce at lower costs. Furthermore, by establishing 
a nucleus of industries using highly capital-intensive methods a 
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country may be able more quickly to acquire the needed industrial 
experience and skill which is as much a part of capital formation 
as the building up of physical equipment. On the other hand, 
there are also countries where public policy might deliberately 
encourage the adoption of labour-intensive methods in certain 
industries in order to create employment or economise capital 
even though such methods produce at higher costs than capital- 
intensive methods. 


Problems Raised by the Adoption of Labour-Intensive Methods 


The policy of encouraging the adoption of labour-intensive 
methods at higher production costs raises at once the problem of 
competition from low-cost producers using capital-intensive 
methods. One way of attacking this problem would be to restrict 
new investment in the competing capital-intensive sector, through 
licensing or credit rationing, and to limit its output by such means 
as tax policy, demarcation of spheres of production by government 
order or preference given to the labour-intensive producers in 
government purchasing policy. By such means internal markets 
will be artificially created for the high-cost labour-intensive pro- 
ducers. Another approach would be to reduce as much as possible 
the production costs of the labour-intensive producers through 
improvements in technique and work method, standardisation of 
the quality of the products and the organisation of common 
services for the supply of credit and raw materials, marketing and 
distribution and so on; there is probably considerable scope for 
cost reduction to be achieved along these lines. In practice both 
approaches may be found necessary in order to make the labour- 
intensive methods profitable. The mere attempt to reduce the 
production costs of the labour-intensive methods may not suffice, 
for the capital-intensive sector of the industry may also simultane- 
ously take measures to reduce its own production costs. Thus, 
though the absolute cost level may fall in both sectors, the capital- 
intensive sector may maintain its relative cost advantage because 
of its underlying technical superiority. A more decisive factor 
determining the degree of competition from the low-cost producers 
is the level of effective demand. To the extent that the income 
generated by development expenditures increases the total 
demand for the products in question, the severity of competition 
will diminish and measures for restriction of output from the 
capital-intensive sector may well be relaxed. 

But the arguments in favour of labour-intensive methods in 
industrial development are not concerned with the immediate need 
for employment creation and economy in the use of capital alone. 
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As indicated earlier, labour-intensive methods are better suited 
for small-scale enterprise than are capital-intensive methods. It is 
widely held in certain Asian countries that industrial production 
should, wherever technologically possible, be dispersed in small 
units in villages and small towns as a permanent feature of industrial 
development in those countries. This decentralised pattern of 
industrialisation, it is argued, would reduce the present large 
disparities in income between rural and urban areas, avoid the 
social disadvantages of heavy concentration of wealth and financial 
power and overcrowding of industrial cities attendant on the 
development of large-scale factory industries, and also save con- 
siderable sums of capital which would otherwise be diverted to 
investment in social overheads, e.g., workers’ housing, public 
utilities and other forms of urban development. The small enter- 
prises thus envisaged will be provided with cheap electricity (or 
small steam or diesel engines) and modern machinery so that their 
labour productivity will be appreciably higher than the present 
cottage industries. But even so they would probably still be 
much more labour-intensive than the advanced, large-scale enter- 
prises. 

From the point of view of the country’s industrial efficiency 
it is sometimes also suggested that public policy should encourage 
the growth of small-scale labour-intensive enterprises in fields 
complementary to, rather than competitive with, large-scale 
factory industries. Such a policy would seek to divide the industrial 
field between large and small undertakings on a functional basis, 
attaching considerable—though not necessarily decisive—import- 
ance to the relative cost advantages. In some industries, for 
instance, certain semi-processed goods could be made as cheaply 
by the small producers, while in others the latter could do the 
assembling operations for the large factories. As large factory 
industries expand, the scope for the activities of small enterprises 
would also widen. The aim of public policy would be to create 
favourable conditions for the growth of these enterprises. Thus, 
while a fairly important role would be assigned to labour-intensive 
small-scale enterprises, they would have a more restricted sphere of 
activity than under a more thorough-going policy of decentralisation. 

In this connection the industrial experience of Japan might 
be particularly useful to other Asian countries. The Japanese 
industrial structure is characterised by the numerical preponder- 
ance of small producers existing side by side with large factory 
establishments. These two sectors, though competitive in many 


1P. C. MAHALANOBIS: “ The Approach of Operational Research to 
Planning in India ”, reprint from Sankhya : The Indian Journal of Statistics 
(Calcutta), Vol. 16, Parts 1 and 2, Dec. 1955, pp. 53-55. 
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fields, complement one another to a significant degree through a 
system of sub-contracting. Many examples of this kind of rela- 
tionship can be found in the engineering industries, e.g. the manu- 
facture of bicycle parts and parts and accessories for motor cars 
and transport and communications equipment. The growth of small 
industrial enterprises in Japan was made possible not only by abun- 
dant electricity and cheap transport but also by successful imple- 
mentation of a variety of government measures to overcome special 
disadvantages suffered by the small sector in respect of organisa- 
tion, marketing, credit facilities and technical research. It would 
therefore be worth while for other Asian countries to study closely 
the measures undertaken by the Japanese Government in this 
field with a view to finding out whether and in what ways such 
measures can be adapted to their own conditions.’ 

On the other hand, Japanese experience also shows that even 
with government assistance the small-scale sector is distinctly 
inferior to the large-scale sector in productivity, earning power 
and wages. One study reveals that in Japan the wage level of 
industrial workers fell markedly with each drop in the size of 
establishments, the average annual wages in the small establishments 
in 1952 being two-thirds less than in the large establishments.’ 
Furthermore, the conditions of work in the small enterprises are 
usually worse than in the large ones and their earning power is 
also lower.* This is readily explicable where competition exists. 
But even where the relationship is technically complementary the 
difference in financial strength has probably placed the small 
enterprises at a great disadvantage in the negotiation of terms 
of production contracts. From the Japanese experience it would 
appear that promoting the growth of small enterprises not only 
requires government measures to bring them into existence but 
calls for sustained government effort to assist them in raising 
productive efficiency and in facing up to the large enterprises and 
to improve the labour standards in this sector through legislation 
and effective labour inspection. Because of the very large number 
of firms involved the task of the government is likely to be much 
more difficult in this sector than in the large-scale sector. 


1 For a detailed study of these problems, see United Nations Economic 
and Social Council, Economic Commission for Asia and the Far East, 
Committee on Industry and Trade, Seventh Session, March 1955: Report of 
the Study Group of Small-Scale Industry Experts on Theiy Visit to Japan 
(Document number: General E/CN.11/I and T/108, 1 Feb. 1955). 

2See Tokutaro YAMANAKA: “On Latent Unemployment—An Inter- 
pretation as an Economic Problem”, in The Annals of the Hitotsubashi 
Academy (Tokyo), Vol. VI, No. 2, Apr. 1956, p. 2. 

3See “Small and Medium-Sized Business”, in Oriental Economist 
(Tokyo), Vol. XXIV, No. 545, Mar. 1956, pp. 120-122. 
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The basic problem, however, concerns the prospective supply 
of entrepreneurship in the small-scale sector. As a prior step 
towards policy-making it must be asked whether there will in fact 
be a sufficient number of entrepreneurs to organise small enter- 
prises even under the best possible government inducements. 
That the lack of entrepreneurship is an obstacle to rapid industrial 
development in Asia has been widely recognised, but little is known 
about the relative prospects for the growth of entrepreneurship 
in the large-scale and small-scale sectors. Since many more entre- 
preneurs will be needed to produce a given volume of industrial 
output in the small-scale sector, it is conceivable that the shortage 
in this sector may be relatively even more acute than in the large- 
scale sector. However, nothing definite can be said about this, as 
the prospects for the growth of entrepreneurship in various types 
and forms probably differ considerably from country to country. 
In any event, in countries which choose to develop industries along 
labour-intensive and small-scale lines, all possible measures will 
have to be taken to insure that a large enough number of small 
entrepreneurs will emerge in a relatively short time to meet the 
requirements of the country’s industrial development programme. 

One last problem which deserves special consideration has to 
do with the prospective rate of capital accumulation in the small- 
scale sector. Because it provides more employment per unit of 
capital, income created in the small-scale sector will be distributed 
over a larger number of recipients than would income in the large- 
scale sector. In other words, for the same amount of aggregate 
income the small-scale sector will probably save much less. Even 
if the aggregate income is larger in this sector, the volume of 
savings generated by it may still be smaller. As indicated earlier, 
the crucial factor lies in the difference in the size of profits earned 
in each sector, for in point of fact it is profit income that usually 
provides the main source of savings for capital accumulation and 
industrial development. Though conditions may vary from 
industry to industry, by and large, for reasons already stated, profit 
income is likely to be smaller in the small-scale sector using labour- 
intensive methods than in the large-scale sector using capital- 
intensive methods.' Any policy designed to promote the growth 
1 Tf the savings potential is greater in the capital-intensive sector than in 
the labour-intensive sector, if the additional savings are devoted to invest- 
ment with little leakage through imports and if the employment potential 
of the investment projects is greater than the employment potential of 
industries in the labour-intensive sector, then with a given amount of 
initial capital even in the short run the total employment generated by 
the adoption of capital-intensive methods might be greater than that 
generated by the adoption of labour-intensive methods. This point, which has 


often been ignored in the formulation of the case for labour-intensive methods, 
seems to be of considerable importance and deserves further exploration. 
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of small enterprises will therefore need to make allowance for its 
possible adverse repercussions on capital accumulation. Such 
repercussions, however, might to some extent be counteracted 
through careful planning of over-all policy regarding the mobilisa- 
tion of financial and physical resources for economic development. 
For instance, the reduction in savings from profit income might be 
offset by measures to obtain more savings from other sources such 
as rent and interest income. The subject of mobilisation of capital, 
being one of great complexity, needs separate study. 


Employment Policy in the Development Process 


The application of labour-intensive methods in industries to 
be developed is only one possible way of tackling the problem of 
employment creation in the Asian countries. How far it will need 
to be used will depend, among other things, on the extent to which 
use is made of other approaches. In the remaining pages it is 
proposed to consider briefly the broader aspects of employment 
creation in the development process so that the role of this 
particular approach can be assessed in its proper perspective. 


Prevention of Technological Unemployment. 


For purposes of employment policy a distinction needs to be 
made between (a) promotion of the use of labour-intensive methods 
by new producers in industries to be developed and (6) maintenance 
of livelihood of those producers using labour-intensive methods 
who are already in existence, in the face of competition from new 
producers who use more efficient capital-intensive methods. The 
first aspect, to which the present paper is mainly devoted, concerns 
the creation of additional employment opportunities, whereas the 
second has to do with the prevention of technological unemploy- 
ment in the process of industrial development. The emphasis to 
be placed on the first aspect in the country’s employment policy 
is likely to differ from one country to another, as will be seen 
presently. But there is little doubt that all the Asian countries 
will find it necessary to take steps to counteract technological 
unemployment. Subsidies may be used to some extent. The 
most effective means of preventing technological unemployment is, 
however, to bring about and to maintain a high level of demand so 
that there will be enough business for all. As already indicated, 
with the expansion of development expenditure it will be easier 
for this condition to materialise. An increase in agricultural income 
will be of particular importance in this connection, as the small- 
scale labour-intensive producers in Asian countries cater largely 
to the rural markets. 





146 INTERNATIONAL LABOUR REVIEW 





Employment Creation through Capital Accumulation. 


The long-term problem confronting the Asian countries is to 
create employment for the existing surplus labour caused by the 
shortage of complementary resources and for the additional labour 
force brought forth by the growth of population. It is widely 
agreed that the basic approach to this problem is to accelerate the 
rate of capital accumulation. As shown previously, broadly 
speaking, the choice between labour-intensive and capital-intensive 
methods is a choice between more employment with less savings 
and probably lower wages, and less employment (in the short run 
at least) with more savings and probably higher wages for those 
who are employed. The objective of employment policy is, of course, 
to achieve full employment at high wages. How soon this can be 
realised depends primarily on the rapidity with which the country’s 
capital stock increases. The problem of employment creation is 
therefore essentially a problem of capital accumulation. 

Even though the income levels of Asian countries are low, 
there are still possibilities of expediting capital accumulation 
and promoting a more rapid expansion of capital goods industries, 
particularly the basic heavy industries, by measures to divert a 
greater portion of the incomes of the high-income classes to pro- 
ductive investment, to mobilise the present unemployed and 
underemployed manpower for capital construction and other 
development activities and to raise productivity in agriculture 
and industry by methods requiring little capital. A well-planned 
combination of these measures, effectively carried out on a suffi- 
ciently extensive scale and supplemented by appropriate foreign 
assistance, could bring about a rapid increase in the rate of invest- 
ment and capital accumulation from the present rate of 5 to 7 per 
cent. of national income to, say, 15 per cent. or more. With a 
greater increase in the stock of productive capital more industrial 
employment could be provided at a higher capital-labour ratio and 
with higher wages. 

Apart from the long-term effects of capital accumulation on 
employment, an expansion in investment activities will itself 
create immediate opportunities for productive employment. First 
and foremost, since capital construction usually forms the major 
part of investment activity, the demand for construction workers 
will greatly increase. A large number of unskilled workers who 
are at present out of jobs will be offered opportunities for employ- 
ment. Secondly, the rise in demand for capital goods and con- 
sumer goods emanating from the investment sector may be expected 
also to lead to a general increase in employment in manufacturing 
industries. The extent of this increase will be determined, inter 
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alia, by the availability of equipment and materials. However, 
even where there is no more excess capacity the existing under- 
takings might still find it possible to expand output by introducing 
additional shifts, and thereby create more employment. In this 
connection it will be noted that in countries where a large proportion 
of capital resources is devoted to the development of capital-goods 
industries it might be particularly necessary to expand output 
of consumer goods by labour-intensive methods involving little 
capital in order both to meet the increased demand and to create 
employment. India’s Second Five-Year Plan follows more or less 
this line of policy.1 Thirdly, with the growth in construction and 
manufacturing activity, a corresponding increase in employment 
in trade, commerce, services, transport and other branches of 
tertiary industry can also be expected. Thus, when investment 
activities increase, even in the short run a substantial expansion 
of employment in the non-agricultural sector can be expected. 


Employment for Surplus Agricultural Labour. 


The additional demand for labour generated by expanded 
investment activities, considerable as it may be, will probably in 
most countries draw into non-agricultural employment only part 
of the existing surplus labour. Much of the surplus labour in 
agriculture will remain and its transfer to non-agricultural em- 
ployment will have to wait upon the fruition of investment projects. 
Until this can come about on a large scale one possible line of 
employment policy is to plan for fuller and more effective utilisation 
of this labour force within the agricultural sector. Notwithstanding 
the high labour-intensity of Asian agriculture, there still appears 
to be considerable scope for increasing agricultural output by 
devising new ways of employing surplus labour productively on 
the land. It could, for instance, be put to work on local capital 
construction projects for land improvement (e.g. small-scale 
irrigation works, reclamation of waste land, afforestation, building 
of country roads). The output per acre could also be increased by 
applying more labour to the land (e.g. raising additional crops, 


1The Indian Second Five-Year Plan places much emphasis on the 
expansion and development of cottage and small-scale industries. The 
expenditures to be incurred in this sector are, however, expected mainly 
to bring fuller employment of the existing labour force engaged in it. The 
additional employment expected to be created in the cottage and small- 
scale industries sector as a result of the Plan will be comparatively small : 
out of an estimated total additional employment of 7.9 million resulting 
from the Plan, additional employment in this sector will be only 0.45 million 
in contrast to 2.1 million in construction, 0.8 million in large-scale industries 
and mining and 2.7 million in “ other ” sectors including trade and commerce. 
(See Government of India : Second Five-Year Plan (Delhi, 1956)). 
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increasing the density of planting, introducing transplanting, more 
ploughing, more weeding and more work to eradicate insect pests). 
Another important method of creating rural employment is the 
extension of mixed farming, which will not only augment cash 
income but also produce more manure for raising the productivity 
of land. Further, part of the labour time available, for instance 
during off-seasons, could be utilised for adult education and voca- 
tional training. 

The extent to which this approach to rural employment can be 
carried out depends partly on the promotional activity of the 
government, but chiefly on the initiative and organisational effort 
of the peasants themselves. While each individual rural household 
by itself is unlikely to do more than it is accustomed to do, if 
production and developmental activities are planned on a village- 
wide basis a great many new possibilities of utilising surplus labour 
may spring up, some of which can probably be pursued only 
through group action. It is learned that in one Asian country 
where the traditional system of individual farming has been 
recently reorganised into one of co-operative farming there has 
been a marked expansion of employment opportunities for surplus 
labour in the rural areas and many parts of the country have begun 
to experience a shortage of agricultural labour. Attempts at fuller 
utilisation of surplus labour are being made by many Asian coun- 
tries under community development programmes. Such pro- 
grammes, when successfully implemented, could contribute greatly 
towards the reduction of rural unemployment and underemploy- 
ment in Asia at its present stage of economic development. 

This approach to rural employment has significant implications 
for capital accumulation. Additional agricultural output means 
more food for workers engaged in the investment sector and more 
raw materials to meet the expanded needs of manufacturing in- 
dustries. Thus, measures to make productive use of surplus labour 
in agriculture are, in effect, also measures to accelerate the rate of 
investment and capital accumulation. Indeed, to the extent that 
this can be achieved, less capital investment will be needed in 
agriculture, at least in the initial stage, and more capital can be 
diverted to other investment projects. 


Employment for the Educated Unemployed. 


An expanded development programme could also create con- 
siderable employment for the unemployed among the educated 
classes. First, there will be a great increase in demand for personnel 
of all kinds—engineers, administrators, supervisors, mechanics, 
managers, accountants and clerks—to execute the various invest- 
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ment projects. Secondly, an even larger number of government 
workers, including village-level organisers and agricultural exten- 
sion workers, may be needed to press forward with rural develop- 
ment programmes. Thirdly, development is concerned not merely 
with increase in capital construction and in industrial and agricul- 
tural production but equally with the raising of the country’s 
educational, health, cultural and other social standards. Con- 
sequently, the demand for workers in the various social fields will 
also increase. Thus, sustained economic growth should provide 
plenty of employment opportunities for the present educated 
unemployed. Training is, however, a crucial factor. Governments 
will need to take vigorous steps to organise various types of training 
programmes on as wide a scale as possible so as to insure that the 
educated unemployed will in fact acquire the right kinds of skills 
to man the jobs open to them. 


CONCLUSION 


How far the use of labour-intensive production methods will 
need to be encouraged in the industrial development of Asian 
countries as a means of employment creation depends, among other 
things, on (a) the size of the investment programme the country 
is prepared to undertake ; (b) the extent to which the country can 
increase agricultural output by devising new ways of employing 
surplus agricultural labour productively on the land ; and (c) the 
extent to which the country can mobilise the existing educated 
unemployed for carrying out various developmental activities. 

As already explained, the size of the investment programme 
currently undertaken is the crucial factor determining the rate of 
employment expansion. A larger investment programme will not 
only produce more capital equipment with which to provide more 
employment in the future; it will also create more immediate 
opportunities for productive employment in the construction 
sector, as well as in other sectors directly or indirectly connected 
with its implementation. It has been shown that, even though the 
income levels of Asian countries are low, there are various possible 
ways of increasing the rate of investment and capital accumulation 
at the same time as levels of consumption are raised. As regards 
policies for the use of surplus labour in the agricultural sector and 
for the mobilisation of the educated unemployed for various 
developmental activities, their effectiveness will depend in large 
measure on the amount of organising effort that the country can 
put forward to bring them into effect. If the three lines of policy 
here mentioned can all be successfully carried out, considerable 


3 
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employment will be created in nearly all sectors of the economy 
and the need for encouraging labour-intensive methods as a means 
of creating industrial employment will be correspondingly reduced. 

It needs to be stressed, however, that even where the country’s 
development programme proceeds on a large enough scale to 
absorb much of the existing unemployed and underemployed labour, 
a labour-intensive industrial policy may still have a definite, 
though reduced, role to play in the early stages of industrial 
development. With the expansion of employment the demand for 
certain consumer goods will rapidly increase, while only limited 
amounts of capital can be made available for the extension of 
production facilities to meet this increased demand. In the 
circumstances, where feasible, it will be desirable to expand the 
output of such goods by production methods requiring little 
capital but much direct labour even at considerably higher pro- 
duction costs, these methods being replaced progressively by more 
capital-intensive methods as the supply of capital equipment 
increases. Here the main consideration for introducing labour- 
intensive methods is, however, not so much the creation of addi- 
tional employment as the saving of scarce capital. 





A Fresh Analysis 
of the Rochdale Principles: II’ 


by 


Paul LAMBERT 


ACCUMULATION AND DISTRIBUTION OF THE SURPLUS 
AND TREATMENT OF THE NET ASSETS 


The Rochdale Rules 


Section 22 of the original rules stated— 


That at each quarterly general meeting the officers in their financial 
statement shall publish the amount of profits realised by the Society during 
the preceding quarter, which shall be divided thus: interest at the rate of 
3% per cent. per annum shall be paid upon all shares paid up previous to 
the quarter’s commencement ; the remaining profits shall be paid to each 
member in proportion to the amount of money expended at the store. 


In 1845 an amendment was passed raising the rate of interest to 
5 per cent. and in 1854 the Pioneers decided to set aside 24% per 
cent. of the distributed profit every year to finance educational 
expenses, which had hitherto been borne by the users of the reading 
room and library. For legal reasons they were unable to register this 
amendment to the by-laws until 1862.? 

The rules in their amended form were as follows : 


The division of profits is made quarterly from the net proceeds of all 
retail sales in every department, after paying— 

(1) Expenses of management. 

(2) Interest on loans. 

(3) Reduction in value of fixed stock. 

(4) Interest on subscribed capital. 

(5) Increase of capital for the extension of business. 


1 The first part of this article appeared in Vol. LX XVIII, No. 1, July 
1958, pp. 1-19. 


2CoLE: A Century of Co-operation, op. cit., pp. 85-86. 
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(6) Two-and-a-half per cent. (of the remainder after the above are 
provided for) applied to educational purposes. 


The residue thus accruing is divided among the members of the Store in 
proportion to the amount of their respective purchases during the quarter. '! 


These clauses call for a good deal of comment. First we must 
deal with the dividend principle. 


How Far the Dividend Principle is Vital. 
Its Relation to the Principle of Democracy. 


The vital feature of the dividend principle is a negative one, 
i.e. the ban on any distribution of the net surplus in proportion to 
the capital contributed. 

Just like socialist theory in its early days, co-operative theory 
bases itself on the individual (instead of on capital) in its attitude 
towards authority and the distribution of the surplus ; authority 
derives from the principle “ one man one vote ”, while the distribu- 
tion of the surplus gives each member a share in proportion to the 
part he has played in the work of the co-operative (as measured by 
the value of his purchases in a consumer co-operative or by the 
value of his work in a producer co-operative). Thus the link be- 
tween the two principles is their common emphasis on the in- 
dividual. 

In a recent publication by my colleague, Mr. Georges Lasserre, 
I encountered an attempt to link these two principles up in a 
different way. “The principle of democratic management . is 
closely bound up with the principle of the distribution of surplus, 
for in any properly run concern, power must belong to those who 
draw the profits and take the risks.”” 

This is a surprising lapse for a co-operator of his eminence. In 
co-operation, power does not depend on either the allocation of the 
profits or the degree of risk bearing. In a consumer co-operative, to 
take a simple example, the rules are as follows : 


(1) Power: each member has one vote irrespective of the extent 
of his purchases or shareholding. 

(2) Distribution of the profits: in proportion to each member's 
purchases. 

(3) Risk bearing : depends on each person’s financial stake. 


1 This is not the actual wording of the rules, but is the version given by 
Holyoake (op. cit., Ch. IX, p. 47) ; it summarises a number of clauses in 
the rules as they stood after 1853. Later in the article we quote the actual 
text of the rule on education approved on 23 October 1854. 


* LASSERRE, Op. cit., p. 73. 
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Thus in each case the unit of measurement is different, e.g. a 
member with one vote may, during any one year, consume ab- 
solutely nothing and yet still have a substantial shareholding which 
he has built up over the years. 


Departures from This Principle in Certain Producer 
Co-operatives 


As we saw, some independent producer co-operatives have been 
remarkably successful on the whole in coping with the difficulties 
of applying the principle of democracy. The same, however, 
cannot be said of the dividend principle. It is true, of course, that 
some of their rules are eminently sensible. Members who merely 
supply capital are only paid a fixed rate of interest (not exceeding 
6 per cent.) and auxiliary workers (i.e. those who are not members) 
are entitled to dividends in proportion to the wages or salaries they 
earn while working for the Society.’ 

Nevertheless, owing to scarcity of capital, some producer co- 
operatives have been forced to distribute part of their surplus in 
proportion to the capital contributed by each worker-member. 
This is made clear in the following statement by Antoine Antoni, 
General Secretary of the Confederation of French Workers’ Produc- 
tion Co-operatives : 

In co-operatives, the capital never takes the lion’s share of the surplus. 
Usually, fixed interest is paid and in any case (in certain types of co-opera- 
tives such as ours, where the capital is in fact accumulated labour) its 
reward is never more than equal to—and is usually lower than—that of 
the labour which is its chief component.” 


It is dangerous to argue that accumulated labour as such is 
entitled to special remuneration. A good many capitalist concerns, 
in their early stages at least, could argue the same way. Producer 
co-operatives which share out part of their profits in proportion to 
the capital contributed by their worker-members must face the 
fact that they are dealing a blow at a vital co-operative principle. 
If they want to draw a distinction between the capital supplied by 
the worker-members and that supplied by non-worker-members it 
would be far better to pay fixed interest on the former at a rate 
something like 2 per cent. higher than the interest paid on the latter. 


Fixed Interest on Capital : A Concession to Circumstances 


There is no binding Rochdale principle which states that 
interest must be paid on capital. A co-operative is perfectly 


1 Hooe, op. cit., Vol. II, pp. 34 and 36. 
* Antoine ANTONI: Fonction économique et sociale de la coopévation 
ouvriéve (Paris, no date), p. 12. 
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genuine if it treats each member’s capital holding as a contribution 
on which no interest is payable (this is, in fact, the practice in the 
German consumer co-operatives). But the Rochdale Pioneers 
were practical men, and with their instinctive feeling for the work- 
able solution they decided to pay interest on capital (as had earlier 
been advocated by Owen). 

As long as co-operation functions in a society where loans must 
be paid for, it is inevitable that the movement should pay fixed 
interest on its capital. Co-operators should simply leave it at that, 
and there is no need to hunt around for other arguments. Charles 
Gide, I feel, is wrong in justifying interest as being paid on savings 
made out of the income from labour. The same goes for Hans 
Handschin who, while saying quite rightly that the payment of 
interest is not a matter of principle, speaks of dealing “ fairly ” 
with the capitalist, and for Johansson, who claims that interest is 
an incentive to saving. It is in fact the dividend that makes it easy 
to save.” 

Co-operatives do not pay interest on capital out of any sense of 
fairness or in order to encourage savings, but solely out of necessity. 


The Surplus Is Not a Clear-Cut Concept 


The dividend on purchases is often described as the “ distribu- 
tion of the surplus ”. This term is not found in any of the Rochdale 
rules. Moreover, it is a good deal less clear than might appear at 
first sight. What exactly is the surplus ? Is it simply the difference 
between total income and total costs ? No, for as we have seen, as 
early as the second version of the Rochdale rules, provision was 
made for deductions for education and future extensions of the 
business. 

In a curious slip, Poisson, after quoting those provisions, 
states that the Pioneers were only thinking of depreciation and 
not of extension. The passage is, however, perfectly clear: 
“Increase of capital for the extension of business.” Thus the 
idea of co-operative self-financing goes right back to the original 
rules. Obviously, there is some latitude here for the members’ own 
preferences. They may spend very little or a great deal on educa- 
tion just as they may earmark very little or a great deal for future 
extensions ; the amount left over to be paid out in dividends will 
depend on what they decide. It can thus be seen that the concept 
of the surplus is an elastic one. 


1 HASSELMANN, op. cit., p. 8. 
2 Charles Gripe : Formation et évolution de la doctrine du juste prix (Paris, 
1922), p. 42; HANDSCHIN, op. cit., pp. 16 and 24; and JOHANSSON, op. cit., 


paragraph 6. 
8 Poisson, op. cit., p. 38. 
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Possible Use of the Surplus Apart from Distribution in Proportion 
to Purchases 


There is nothing to stop the surplus being used differently, 
since there is no fundamental co-operative principle debarring the 
use of the surplus for the common good. As Charles Gide wrote in 
1930, “ the surplus is increasingly tending to be used for community 
rather than individual purposes ”.1 An excellent example of 
this can be found in the Prévoyance sociale, the Belgian co-operative 
insurance society, which sets aside part of its surplus to establish 
and run preventoriums, an orphanage, an old people’s home, 
a sanatorium, thermal centres, etc.? I have always thought that 
from the standpoint of co-operative principle this use of the surplus 
was thoroughly sound. 


In Some Cases the Dividend Principle Must Be Adapted or Replaced 
by Some Other System 


The foregoing considerations are strengthened by the following 
argument. Dividends in proportion to purchases are not practicable 
in all types of co-operatives, and Poisson says that in societies other 
than consumer co-operatives the principle must be adapted.* This 
is an understatement, for in some instances it has to be completely 
replaced by another method. 

In any independent producer co-operative the distribution of 
the surplus in proportion to the work performed by each worker- 
member is quite a different principle from distribution in proportion 
to transactions. This is not an adaptation but something else 
entirely. Of course, in other cases the principle of dividends 
proportional to transactions can in practice be adapted. Take, for 
example, a farm purchasing co-operative, which may be able to 
stick closely to the principle of paying dividends in proportion to 
the purchases of each of its members. A genuine marketing co- 
operative may pay dividends in proportion to sales—an adaptation 
of the principle. A credit co-operative may pay dividends in propor- 
tion to the amount of credit used—likewise an adaptation. 

But in industrial producer co-operatives and in certain farm 
producer co-operatives quite another principle is necessary. 


1 GipE: “ Les principes de Rochdale ”, op. cit., pp. 14-15. 

* Henri LemarreE: “ La Prévoyance sociale, enfant de la coopération et 
réalisation-témoin ”, in Experiences (published by the Belgian section of the 
International Research and Information Centre on Collective Economy), 
1957, No. 2, pp. 153-154. 


3 Polsson, op. cit., p. 30. 
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The Dividend Principle Is Not the Y ardstick of Co-operation 


If a co-operative decides to set aside all its surplus for expansion, 
no dividend can pe paid. Similarly, if it chooses to sell as close as 
possible to cost price, there can be no dividend either. And yet 
no one would argue that these two co-operatives are not genuine. 
Moreover, as we have seen, it is quite in order to allocate the 
surplus for some collective purpose instead of distributing it among 
individuals and it is sometimes necessary to adapt the principle 
or even to drop it altogether. Thus the dividend cannot be used 
as a yardstick for all types of co-operative at all times. 

Bernard Lavergne, who emphasises the distributive aspect of 
co-operation, quite logically ends up by deciding that workers’ 
producer co-operatives (which he considers to be based on the 
“ workers’ corporative principle ”) and farm co-operatives (which 
he considers to be based on the occupational or “ employers’ 
corporative principle ”) are not genuine co-operatives ; he continues, 
however, to call them “co-operatives” because it is customary 
to do so, although various other terms would, in fact, be more 
apt.! This position is quite untenable and shows how impossible 
it is to try to classify co-operative societies solely in accordance 
with the dividend principle. The workers’ producer co-operatives 
are at least as old-established as the consumer co-operatives and 
in fact it was on them that the earliest theorists of the movement 
pinned their hopes. Despite many setbacks over the years it 
should not be forgotten that they still play a significant part in 
France, England and Italy. Moreover, they mean a good deal 
more to their members than the consumer co-operatives ; “ the 
society is a member’s whole life ”.? 

As regards genuine farm co-operatives (and there are plenty 
of them), they have come, particularly over the last few years, 
to bulk increasingly large in economic life—a development which 
should be hailed by the entire co-operative movement. 


The Traditional Dividend Principle Is Nevertheless 
of Great I nportance 


All this should not be taken for one moment to mean that I 
am against the principle of dividends in proportion to transactions 
or that I wish to belittle its importance—far from it. In trying 
to classify the fundamental principles of co-operation I have 
dwelt on the reasons why I consider the democratic principle to be 
paramount. But the principle of dividends in proportion to trans- 

1 LAVERGNE, op. cit., pp. 34 and 54-55. 

2 ANTONI, op. cit., p. 16. 
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actions was, historically speaking, a godsend; the Rochdale 
Pioneers to some extent reshaped it and gave it final form. It was a 
godsend in that it helped to launch the growth of consumer co- 
operatives throughout the world. 

Members felt that, although for the time being they were 
paying current prices, at the end of the quarter or the year they 
would draw their dividends. In this way they got into the habit 
of co-operation and became steady customers. But should the 
consumer co-operatives now drop the whole idea of dividends in 
proportion to transactions ? By no means. Dividends in proportion 
to transactions give member co-operators a share in the total 
commercial profits of the nation. In Marxist language, they get 
back a proportion of the surplus value—a point I have often 
enlarged on when speaking to working-class audiences. 

If this principle were fully grasped by wage earners, it could 
lead to a silent revolution. 

I have often pointed out that in Belgium—to take only one 
example—the workers receive between 52 and 54 per cent. of the 
national income. 

If, after deducting taxes, rent, electricity, gas and doctors’ 
bills and expenditure on recreation, this enormous sum were to be 
spent in consumer co-operatives, the latters’ power would be such 
that a revolution would take place of the kind that Charles Gide 
used to dream about.! They would inevitably control the distribut- 
ive system and, with such huge resources behind them, would lead 
the field in industrial production too. Thus there can be no question 
of belittling the dividend principle in any way. In fact, so far from 
dropping it, perhaps we should emphasise it even more and try 
to convince people of its underlying significance. This would 
form an admirable topic for co-operative propaganda. 


Sale at Market Prices or an Active Price Policy ? 


There can only be a dividend if sale prices are higher than 
production costs. The Rochdale rules go no further than this, 
and there is no statement to the effect that goods must be sold at 
market prices. This, therefore—as Poisson noted—is a later 
addition to the Rochdale principles. 

But in fact, once they had decided to sell above cost, the Pioneers 
had no course open to them but to sell at market prices. They 
were so insignificant compared with the great mass of retailers 
throughout the country that they could not hope to have any 


1 A striking estimate of the potential sales of British consumer co-oper- 
atives is to be found in Beatrice Potter’s book Co-operation in Great Britain 
(1920 edition), pp. 233-235. 
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impact on the general price level. On the other hand, as is very 
ably shown by Hans Handschin, sale at market prices is by no 
means a cast-iron rule.! To quote Charles Gide— 


If, in order to undercut, they (the co-operatives) are forced to drop 
dividend payments or reduce them to 3 per cent., good luck to them—they 
are on the right road.? 


For one thing, in any country where the law taxes co-operative 
surpluses in the same way as the profits of joint stock companies, 
co-operatives inevitably cut their prices as close as possible to 
cost. Moreover, as the co-operative movement expanded in every 
country, the question of pricing took on a completely different 
aspect. The movement controlled a substantial slice of the retail 
trade and its policy inevitably affected the general level of prices. 
Thus the principle of selling at market prices became meaningless, 
since market prices themselves depended on the movement's 
own decisions. 

Acceptance of the prices charged by the majority of other 
traders amounts to maintaining and justifying these prices. 

In many instances co-operatives have systematically undercut 
in order to serve the public, e.g. when they felt it important to 
combat the rise in the cost of living. Elsewhere—as in Sweden— 
they have consistently fought the monopolies by undercutting 
them. 

The problem is no longer to find out the market price but to 
decide what is the price best calculated to influence the market 
price in accordance with the interest of the community as a whole. 


Distribution of the Net Assets on the Winding Up of a Co-operative 
without Profit to the Members 


It may seem surprising that I should link the problem of the 
distribution of the net assets to the problem of the dividend and 
pricing policy. But I want to bring out the disinterested outlook 
of the co-operative movement, which explains a good many decisions 
on prices which would be completely incomprehensible to anyone 
judging the movement by the yardstick of “ maximum profits ”. 
Proof that this disinterested outlook is part and parcel of co-opera- 
tion can be found in two features: the principle of freedom to 


1 HANDSCHIN, op. cit., pp. 20-21. 

2 GIDE, op. cit., p. 7. 

* The classic work on this subject is Georges LASSERRE’s Coopératives 
contre cartels et trusts. L’expérience suédoise (Paris, Basle and Brussels, 2nd 
edition, 1956). See, in particular, p. 121. The German co-operatives also 
systematically follow a policy of charging low prices; see HASSELMANN, 
op. cit., p. 59. 
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join, ie. the open door (on which I shall touch later) and the 
distribution of the net assets (on the winding up of a society) 
without profit to the members. This again is a later addition to the 
Rochdale principles, but in this instance a necessary addition. 

Before Rochdale, Buchez, in his famous article of 1831, laying 
down the rules for workers’ producer co-operatives, stated: “ The 
social capital thus accumulated over the years must be inalienable.” 
He could have worded it better, but his meaning is perfectly clear. 
He was opposed to any extra assets—corresponding to the reserves 
—being shared out among the members. As a disciple of St. Simon 
and a confirmed opponent of unearned income, he was afraid of 
a return of the acquisitive instinct and selfishness. There would 
be a temptation for the members to make as much money as they 
could, in the main by overcharging the customers, and then to 
wind up the society and share out its assets. 

The problem is a good deal less acute in the case of consumer 
co-operatives. For one thing they are more stable ; after all, the 
Rochdale Society of Equitable Pioneers is still very much alive 
and it would take a major cataclysm to sweep it away. For another, 
the increasing concentration of the co-operative movement has 
meant that it is now even less common for a society to come to grief. 
Lastly, owing to the principle of the open door, members nowadays 
do not look upon their society’s reserves as assets which they might 
share out among themselves, because they know that new members 
can come in at any time and immediately have the same claim 
on these reserves as they themselves. 

Nevertheless, the possibility of winding up a society must be 
faced, and in order to show that the rule laid down by Buchez 
applies also to consumer co-operatives, I will quote three author- 
ities on co-operation—Poisson, Fauquet and Hirschfeld. 


Special importance attaches, in the event of the dissolution of a co-operative, 
to the transfer of its assets to a disinterested organisation. In fact this principle 
may be considered just as important as the two main principles stated 
earlier [Poisson is referring to democracy and the dividend]. It can be used 
as a financial yardstick of any co-operative society. .. .} 

The principle most usually followed is that, in the event of dissolution, 
the “ collective reserves ” are not shared out. They are made over, either 
to another co-operative society or the Federation, or to a public, or publicly 
approved, body. ... Nowadays the principle of “ disinterested distribution ” 
is embodied in the model bye-laws of co-operative federations of all kinds, 
and there is often a statutory requirement to this effect. ... It is easy to 
prove that, when a society is wound up, the distribution of the reserves 
that have hitherto belonged to the members as a whole is at variance with 
the vital principles of co-operation.* 

1 PoIsson, op. cit., p. 37. Poisson’s italics, 

2 FauguEt : Regards sur le mouvement coopératif, op. cit., pp. 48-49. 
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When a co-operative society is dissolved, the surplus assets, after repay- 
ment of the shares, must be transferred to other co-operatives or to bodies 
serving the community and in no circumstances may the refunded value 
of the shares exceed their face value. 


Members’ Interests and Altruism—The Principle of Service 


Altruism is thus essential to co-operation. But at the same 
time a co-operative society serves the personal (or family) interests 
of its members. It is hardly surprising that this twofold nature 
of co-operation should often have led commentators to contradict 
themselves, at least verbally. Thus Bernard Lavergne looks upon 
co-operatives as “ practical examples of the admirable principle 
of disinterested management”. But later he writes: “ There are 
no grounds for claiming that the members of our retail co-operatives 
are not concerned with their own personal interests ; otherwise 
why should they join? ”? 

As long as a co-operative society seeks to forward the personal 
interests of its members, it cannot be claimed to have a disinterested 
management. And yet the contradiction is more apparent than real. 
The members only seek to further their own interest in so far as they 
consider it consistent with the general interest, i.e. that of the vast 
majority of citizens. This is why they refuse to draw any profits. 
The co-operative surplus which they share out has accumulated 
from their own purchases and does not therefore constitute a profit. 

As we have seen, the main thing about the dividend principle 
is its negative aspect—the refusal to make any distribution in 
proportion to the capital invested. We have also seen that in a 
broader sense it excludes the distribution of any profit. These 
negative rules imply a positive attitude in the shape of a special 
type of management trying to serve the membership and the 
community as a whole. Thus the dividend principle in its broader 
sense, when interpreted in the light of the co-operative spirit, 
merges with the principle of service. 


FREEDOM TO JOIN OR THE PRINCIPLE OF THE OPEN DOooR 


The principle of the open door is often stated as follows: any 
person is free to join a co-operative provided he undertakes to 
abide by its rules. 

In point of fact the Pioneers did impose a restriction whereby 
members had to be accepted by the general meeting.* But in 


1 HIRSCHFELD, op. cit. p. 18. See also LAVERGNE, op. cit., pp. 56-57 and 
HANDSCHIN, op. cit., pp. 38-39. It is worth recalling that Raiffeisen applied 
the same principle to credit co-operatives. 

2? LAVERGNE, op. cit., pp. 44 and 63. 

8’ Rule 13 as amended on 7 August 1845. 
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practice they were more liberal than most of the earlier co-operat- 
ives}, since their numbers grew from 28 in 1844 to 110 in 1847 
and 1,850 in 1857.? 

The principle of the open door must be applied wherever 
possible. For technical reasons this cannot be done in certain 
cases, e.g. in a producer co-operative or in a farm-tractor users’ 
co-operative, etc. A consumer co-operative may also run into 
certain technical snags, although this hardly ever happens now- 
adays owing to the degree of concentration that has taken place. 
But even an isolated society may be forced to place a ceiling on 
its membership because its premises do not allow it to cope with 
any more or to contain the general meeting. 

Moreover, federations of co-operatives cannot follow the prin- 
ciple of the open door; in fact, they have a duty to scrutinise every 
application and only to accept individuals or organisations which 
come up to the standards of co-operative practice and spirit. 

Nevertheless, I was surprised when Poisson, in his analysis of 
the Rochdale principles published in 1933, only mentioned this 
principle in passing. It is an important one. As I said earlier, this 
principle bears out the altruistic spirit of co-operation, since the 
social wealth built up by the exertions of past and present genera- 
tions is made available to any members who may enter the co- 
operative at some later date. In other words, it is exactly the 
opposite of the wealth that people accumulate for themselves or 
for a small group.* 


VOLUNTARY MEMBERSHIP 


Voluntary membership is not the same thing as open member- 
ship. Open membership involves the principle of the open door, 
i.e. any one is at liberty to join. Voluntary membership means 


1See Fauguet : Regards sur le mouvement coopératif, op. cit., pp. 23-24. 
However, Brown writes: “ The Pioneers were determined to admit only 
those who understood the basic principles of the society. They did not 
want dividend hunters, they wanted co-operators.” (Op. cit., p. 33.) This 
policy only applied to the earliest years of the society and later on became 
incompatible with any rapid expansion in the membership. An amendment 
to rule 1 registered on 7 August 1845 shows that the Pioneers had not at 
first expected to have a membership of more than 250. It seems fairly clear 
that they expected the expansion of the co-operative movement to take the 
form of an association of new societies rather than an increase in the mem- 
bership of the same society. Apart from the determination mentioned b 
Brown in the foregoing quotation, they were also determined to make rds | 
society a genuine association of friends. Moreover, they were bound to 
play safe at a time when co-operation still had no firm legal basis. On this 
point see CoLE : A Century of Co-operation, op. cit., p. 66. 

2 HOLYOAKE, op. cit., p. 41. 

% This point was particularly stressed by Lavergne ; see, in particular, 
his book La révolution coopérative, op. cit., p. 69. 
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that a co-operative should only comprise persons who have joined 
it voluntarily without being coerced in any way. 

Obviously, open membership is only possible if membership 
is also voluntary. But voluntary membership can exist without 
open membership, e.g. if the existing members of a co-operative 
join it voluntarily but decide not to accept any new members. 

Moreover, if it were binding, the principle of voluntary member- 
ship would have much more far-reaching and serious consequences 
than the principle of open membership. As we saw earlier, the 
principle of the open door does not apply to certain forms of co- 
operation. Quite obviously, independent producer co-operatives 
cannot accept members for whom they are unable to pro- 
vide jobs, while federations of co-operatives have a duty to 
scrutinise any applications for membership very carefully. Con- 
sequently, this rule in no way affects the essentials of co-operation. 
Taking any of the great variety of co-operatives in existence we 
can say that in this or that co-operative the principle of the open 
door is applicable and must be applied. If it is found that in certain 
public utility co-operatives the principle does not apply, we should 
duly note the fact, but we should have no grounds for concluding 
that such co-operatives are not genuine. 

On the contrary, the principle of voluntary membership inevit- 
ably brings co-operation within the exclusive sphere of private law. 
Co-operatives only comprise individuals who after due consideration 
have decided to become members. If need be, they can also include 
associations under private law, such as trade unions ; a minority 
member of a trade union which decides by a majority vote to join 
a co-operative is at liberty to resign from the union without any 
serious inconvenience to himself. But if a local authority decides 
to join a municipal electricity supply co-operative, a person living 
in that particular district is forced to avail himself of the services 
of this particular co-operative, even though he himself may prefer 
a capitalist type of organisation. No one can claim that he is 
“free ” to move out and settle down in a district not affiliated to 
the co-operative if this means that he must sever his family ties 
and friendships and perhaps change his occupation. 

As a result co-operators are divided as to whether or not the 
principle of voluntary membership is binding. Is it in fact one of the 
Rochdale principles ? The principle of voluntary membership is 
not laid down in the Pioneers’ rules. Their society was of course a 
voluntary organisation, but they did not erect this practice into a 
principle. The problem we are concerned with here did not occur 
to them and Poisson was therefore quite correct in classing volun- 
tary membership as one of the later additions to the Rochdale 
principles. 
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As regards the substance of the question I would not assert 
that a co-operative whose individual members have been forced 
to join because it is a public utility is no longer a co-operative. 
I would say rather that it is a co-operative of another type, whose 
rules differ in certain respects from those of a purely voluntary 
co-operative. 

Voluntary membership should not be confused with the demo- 
cratic principle, which is the essential yardstick of co-operation. 
A member may be forced to join a co-operative, but once he is 
in he has a direct or indirect share in the decisions in accordance 
with the rule of “one man, one vote”. Otherwise the society 
would not be a co-operative. 

Moreover, if the democratic principle is to have any meaning 
at all the co-operative should have certain matters to decide for 
itself, ice. it should have sufficient latitude in managing its own 
affairs. Here too, of course, there is no absolute criterion. The 
co-operative movement has to operate within a particular legal 
framework which varies in flexibility from one time and country 
to another. Co-operative societies are subject to state planning 
procedure just like any other business. But if planning of this 
kind were to go so far as to interfere with the detailed running of 
co-operatives and if managers were merely called upon to carry 
out the instructions of government departments, then that would 
be the end of co-operation. 


CASH PURCHASE AND SALE 


The Rochdale Pioneers forbade sale or purchase on credit 
and their rules are very definite on this point. Any person engaged 
in buying or selling on behalf of the Society who broke this rule 
was liable to a fine and dismissal. 

This principle was solely due to the difficulties encountered by 
co-operatives before Rochdale. Up to 1844 most co-operatives 
had inadequate capital and were forced to buy their goods on 
credit ; step by step their suppliers, who were also their bankers, 
took advantage of the position to overcharge and sooner or later 
the co-operatives collapsed. Because of this experience the Pioneers 
made up their minds to rely entirely on the capital contributed 
by their members, although inevitably as the movement grew 
the principle was no longer insisted on and it is no longer one of 
the essential principles of co-operation.? Another point is that in 
1844 usury had not yet completely died out and the poor were 
often exploited by the device of granting credit. Charles Gide and 

1 Rule 21. 

2See HOLYOAKE, op. cit., p. 158, and JOHANSSON, op. cit., paragraphs 1 to 3. 
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Poisson have both emphasised that this is not a fundamental 
principle and that sale on credit, in particular, is not necessarily 
a bad thing.t In fact, as long as certain precautions are taken, 
sales on credit make for social progress ; for example they allow 
young couples to fit themselves out more quickly and to buy 
modern household equipment. 


NEUTRALITY 


The principle of neutrality is not laid down in the Rochdale 
rules and only appears later in a motion passed by the general 
meeting on 4 February 1850 which gave each member “ full liberty 
to speak his sentiments on all subjects when brought before the 
meeting at a proper time and in a proper manner...” and later 
in more general terms in 1861 in a letter to the press, which was 
included in the minutes.? Cole has explained, moreover, that the 
Pioneers were only concerned with staying neutral in the contro- 
versies that divided the working-class movement at that time; they 
would never have dreamed that a Conservative might join their 
co-operative.’ However this may be, neutrality is not a hard and 
fast principle. There are neutral co-operative movements through- 
out the world as everybody knows. There are also co-operative 
movements which from the start show a distinct political or 
religious leaning—as they are perfectly entitled to. Only the 
International Co-operative Alliance has a duty to remain neutral. 


EDUCATION : THE DESIRE FOR MORAL BETTERMENT 


As can be seen in the following section the intention to provide 
education is stated in the preamble to the rules of 1844. The 
Pioneers did not put off this task until the distant future and the 
Society had barely got over its teething troubles before they 
opened a newspaper reading room, a library, a children’s school, 
a school for adults, etc. In 1854 they decided to set aside 244 per 
cent. of the profits regularly for education purposes.‘ 


1 GIDE, op. cit., p. 10, and Poisson, op. cit., p. 34. 

2 HOLYOAKE, op. cit., pp. 160-162; HANDscHIN, op. cit., pp. 25-26; 
and Brown, op. cit., p. 27. Following Holyoake, reference has often been 
made to a very clear resolution on neutrality passed in 1832 by the Third 
Co-operative Congress and put forward by Dr. King. It goes without 
saying, however, that these resolutions were in no way binding on the 
Rochdale Pioneers. 

3 CoLE : A Century of Co-operation, op. cit., p. 73. As regards the general 
problem of co-operative neutrality see V. Serwy : “ La neutralité coopérative 
et les partis politiques ”, in Revue des études coopératives, 1930-31, pp. 225 
and 251. 

4See Cote: A Century of Co-operation, op. cit., pp. 85-86 and Chap- 
ter XIII; and Brown, op. cit., pp. 82 ff. Article 42 of the Laws for the 
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Poisson, in my view, seriously underestimates the scope of this 
effort when he writes that the Pioneers were only concerned with 
elementary education.! When one reads Greenwood’s account of the 
selection of books in the library and the variety of physics equip- 
ment made available to the members, it becomes clear thai the 
Pioneers were a good deal more ambitious.” 

Moreover, it should not be forgotten that the leaders at Rochdale 
were disciples of Owen, all of whose efforts were aimed at making 
men better. Like Owen, the Pioneers hoped to educate men 
through co-operative practice. The desire to raise men to a higher 
moral level is one of the fundamental features of co-operation. 

Does this mean that a co-operative which spent nothing at all 
on education would cease to be a co-operative ? I would not go so 
far as that. It would remain a genuine co-operative, but it would be 
a sorry specimen of one. Educational work, however, is an inescap- 
able duty for regional, national and international co-operative 
organisations. 


DETERMINATION TO REORGANISE THE WORLD’S ECONOMIC 
AND SOCIAL SYSTEM ALONG CO-OPERATIVE LINES 


Whenever the Rochdale principles are listed, the following is 
almost invariably missed out. The Pioneers hoped for a steady 
growth of co-operation in every field and for a far-reaching trans- 
formation of the world’s economic and social system. As regards 


Government of the Rochdale Society of Equitable Pioneers Ltd. adopted 
at a general meeting of the members on 23 October 1854 reads as follows : 

“ Rule 42: Intellectual Improvement of the Members. 

42. That a separate and distinct fund be formed for the intellectual 
improvement of the members of this Society and such portion of their 
families as are under their care, by the maintenance of the library already 
established, and providing such other means of instruction as may be 
considered desirable. The fund for this purpose to be formed by a deduction 
after the rate of two-and-a-half per cent. per annum on the profits and the 
accumulation of all fines levied for infraction of these rules. The management 
of this fund to be vested in a committee of eleven members, appointed for 
that purpose at the annual meeting ; and all vacancies to be filled up by the 
quarterly meeting.” 

1 PoIsson : op. cit., p. 34. 

2 The speech given by Greenwood (one of the Pioneers) on 14 July 1877 
was published in pamphlet form in Manchester in 1877 under the title 
The Educational Department of the R.E.P.S. Ltd.—Its Origin and Develop- 
ment. Amid all the copious literature dealing with co-operative education 
mention should be made of the following: W. P. Watkins: “ Educat‘on 
co-opérative et civisme mondial ”, in Revue de la coopération internationale, 
May 1933, pp. 183-185; I.L.O.: Co-operative Organisations and Post-War 
Relief, Studies and Reports, Series H, No. 4 (Montreal, 1944), Part I, Ch. IV 
(beginning with the title “ The Inseparability of Co-operation and Educa- 
tion”) ; and Ch. H. Barbier: “ L’éducation co-opérative ” in Le co-opéra- 
teur suisse (Basle), 1957, No. 9. 


4 
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the expansion of the movement, they worded their aims as follows— 
and after such a lapse of time there is something very moving about 
this statement ! : 

The objects and plans of this Society are to form arrangements for . . . : 
(1) The establishment of a Store for the sale of provisions, clothing, etc. 
(2) The building, purchasing, or erecting of a number of houses, in which 
those members, desiring to assist each other in improving their domestic 
and social condition, may reside. (3) To commence the manufacture of 
such articles as the Society may determine upon, for the employment of 
such members as may be without employment, or who may be suffering 
in consequence of repeated reductions in their wages. (4) As a further 
benefit and security to the members of this Society, the Society shall purchase 
or rent an estate or estates of land, which shall be cultivated by the members 
who may be out of employment, or whose labour may be badly remunerated. 


This statement should not be taken at its unassuming, un- 
ambitious face value. The remarkable thing about it is that the 
Pioneers should have been able to foresee the future development 
of the co-operative movement. They felt that farm co-operatives 
would be formed and that co-operative societies would manufacture 
their own supplies. They also adopted Owen’s great dream— 

As soon as practicable, this Society shall proceed to arrange the powers 
of production, distribution, education, and government ; or, in other words, 


to establish a self-supporting home colony of united interests, or assist other 
Societies in establishing such colonies. 


This—I must repeat—was Owen’s dream. But here again these 
passages should not be taken literally. The important thing is to 
perceive their underlying significance, which is that the Rochdale 
Pioneers, like Owen, aimed at transforming the world through 
co-operation. 

A bold dream indeed ; and although the Equitable Pioneers are 
so often referred to, I can never think of them without being moved. 
Here was a group of weavers and common labourers, most of whom 
had not even been to an elementary school—and yet they managed 
to achieve that blend of the visionary and the practical, without 
which nothing great can be done. 


THE ROCHDALE PRINCIPLES AND THE INTERNATIONAL 
CO-OPERATIVE ALLIANCE 


At the Vienna Congress of the International Co-operative 
Alliance (I.C.A.) in 1930 the Central Committee was asked to 
appoint a subcommittee to examine the conditions in which the 
Rochdale principles were applied in the member countries and to 


1 This quotation, which is taken from the preamble to the rules of 1844, 
has often been quoted, e.g. by Cote: A Century of Co-operation, op. cit., 
p. 75; BaILey, op. cit., p. 19; and Brown, op. cit., p. 23. 
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state these principles in their final form. The subcommittee 
approved the following seven principles: (1) open membership ; 
(2) democratic control ; (3) distribution of the surplus to the mem- 
bers in proportion to their transactions ; (4) limited interest on 
capital ; (5) political and religious neutrality ; (6) cash trading ; and 
(7) promotion of education.’ The question was also discussed by the 
Paris Congress held in 1937. 

The present rules of the I.C.A. only specifically state four of 
these principles, but they are only quoted as an example (article 8) : 


Any association of persons, irrespective of its legal constitution, shall be 
recognised as a co-operative society provided that it has for its object the 
economic and social betterment of its members by means of the exploitation 
of an enterprise based upon mutual aid, and that it conforms to the Principles 
of Rochdale, particularly as regards— 
voluntary membership ; 
democratic controi assured by the election of the administrative organs 
of the association by the members freely and on the basis of equality ; 

the distribution of the surplus to the members, in proportion to their 
participation in the social transactions or in the social services of the 
association ; 

limited interest on capital. 


The shortcomings of this version are plain. If it is taken literally, 
the I.C.A. only recognises a society as a co-operative if it adheres to 
all the Rochdale principles, some of which are “ particularly ” 
emphasised. As it is common knowledge that in practice this does 
not happen, there is a danger that we may not be very clear as to 
which are the really essential principles to which a co-operative 
must conform. It would be better to stick to two principles and 
enforce them very strictly, namely democracy and the prohibition 
of any distribution in proportion to capital. 

Moreover, we have seen that the first principle quoted—volun- 
tary membership—is a later addition to the Rochdale principles and 
forms a major stumbling block. As regards the statement of the 
distributive principle, it is too narrow, even though it does cover 
allocation for welfare purposes, since a co-operative society is quite 
at liberty to make grants out of its surplus to an independent 
agency, aside from its own welfare branch. The Alliance has, 
incidentally, begun a fresh revision of the conditions laid down in its 
rules regarding the eligibility of co-operative organisations for 
admission to the I.C.A. ? 


1 POISSON : op. cit., pp. 25 and 29. 

2 The Central Committee, with the approval of the Congress, assigned this 
task to the Executive Committee elected in Stockholm in August 1957, 
which set up a special panel made up of the Chairman, two Vice-Chairmen 
and four members. 
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The principles laid down in the rules of the I.C.A. about its own 
organisation are perfectly sound. The aims are stated in article 3 
and the principle of neutrality is laid down in article 7. 

The I.C.A. enthusiastically supports the ideals of the Pioneers. 
Although the following quotation is taken from article 1 (Name) 
and not from article 3 (Objects), it contains a remarkable statement 
of the goal which the co-operative movement as a whole—even if 
not each individual co-operative—has set itself : 


The International Co-operative Alliance, in continuance of the work of 
the Rochdale Pioneers and in accordance with their Principles, seeks, in 
complete independence and by its own methods, to substitute for the profit- 
making régime a co-operative system organised in the interests of the whole 
community and based upon mutual self-help. 


CONCLUSION 


In conclusion it may be worth attempting to sum up the fore- 
going analysis in a few lines. 

The principle of cash purchase and sale arose out of the cir- 
cumstances of the Pioneers and is in no way binding. The payment 
of limited interest on capital is likewise not obligatory ; this prin- 
ciple does not mean that interest must be paid but rather that co- 
operatives may pay a limited—but no more than a limited— 
interest on capital. 

There are two more of the Rochdale principles which do not 
necessarily apply to all co-operatives nor even to regional or 
national federations, but which do apply to the International 
Co-operative Alliance and to the co-operative movement as a whole. 
These are political and religious neutrality, and the determination 
to take over the world’s economic and social system and to re- 
organise it on co-operative lines. 

Finally, five principles, the last two of which are subsequent 
additions to the Rochdale principles, are absolutely essential. 
These are— 


(1) Democracy. 

(2) The spirit of service. The co-operative is at the service of 
both its members and the community at large. Defined in this way 
this principle interprets and gives wider meaning to the dividend 
principle. 

(3) Freedom to join, whenever this is technically possible and 
it is not indispensable to scrutinise every application in order to 
ensure that the applicant comes up to the standards of co-operative 
practice and spirit. 
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(4) Distribution of the net assets on the winding up of a co- 
operative without profit to the members. 


(5) Voluntary membership. In this connection there are two 
distinct types of co-operatives. The first have hitherto played by far 
the more important role in the world; they may claim to be entire- 
ly voluntary, for each individual member joins freely and is quite 
free to resign. The second, consisting for example of an association 
of local authorities, are also voluntary in the sense that they are the 
result either of a unanimous decision, or of a majority decision 
expressed according to the principles of direct or indirect democracy; 
in the latter case they may entail a measure of compulsion for the 
individual member of the minority. 


Today the cry for economic democracy is stronger and more 
insistent that at any period of history. In every part of the world 
the people are clamouring for the victory of the spirit of service over 
the profit motive ; and the need for education, the obligation to 
raise men to a higher moral level seem more urgent than ever 
before. 

Far from becoming outmoded the Rochdale principles represent, 
in their essence, everything that is new and hopeful in our modern 
civilisation. 








The Protection of Transport Workers 
against Civil Law Claims Arising 
out of Their Employment 


Owing to the nature of their employment, transport workers are 
especially liable to cause injury to persons or damage to property 
in the course of their work. When this occurs, civil action may be 
brought against them either by the victims or, in some cases, by the 
employer (for recovery of compensation paid to the victim, for injury 
to himself or for damage to his property). The resulting financial 
burden is often out of all proportion to the worker’s means, and this is 
why transport workers’ associations insist that their members be 
adequately protected against this risk. This, however, raises a number 
of problems. First, it is essential that the victims should in all cases 
receive due compensation for the injury sustained. Secondly, the 
protection afforded the worker clearly should not extend to every kind 
of tortious act. Finally, the question of the civil liability of transport 
workers cannot be separated from that of civil liability in general, 
and, this being governed by different laws in different countries, no 
one solution is susceptible of universal application. 

These and other aspects of the question are dealt with in the follow- 
ing article. In addition, various suggestions are made which, it ts 
hoped, may contribute to the adequate protection of transport workers 
against the risk in question, having regard to the circumstances of 
each case and the nature of the industry. 


NATURE OF THE CIVIL RESPONSIBILITY OF TRANSPORT WORKERS 


[7 is a generally accepted principle of law that one person 
must not harm another without justification, and that if by act 
or omission he has so harmed another by bodily injury or damage 
to property that harm must be fully made good. This principle, 
which is of universal application, means that where a worker has 
caused injury or damage by negligence in the course of his employ- 
ment—whether to his employer, to fellow-employees, or to persons 
unconnected with the undertaking for which he works—he is 
personally liable to compensate that injury or damage. 
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This legal liability is of particular importance in the case of 
workers employed in the transport industry for two reasons. 
First, the transport industry has a comparatively high accident 
rate. Thus it has been estimated that in the United States in the 
years 1946 to 1950 the fatal accident rate for persons employed in 
aviation was 2.2 per 1,000, as compared with 0.59 for the population 
at large, and 1.91 for workers employed in mining and quarrying ' ; 
the employment injury figures for rail transport in a number of 
countries in the I.L.O. Year Book of Labour Statistics show an 
incidence slightly higher than that in the manufacturing industries, 
although lower than that in mining and quarrying ; in respect of 
factory truck driving, the Annual Report of the Chief Inspector 
of Factories of the United Kingdom for the year 1956 speaks of 
a startling rise in the number of accidents in the post-war period 
(7,003 accidents involving personal injury in 1956 as compared 
with 3,947 in 1949) although no figures of ton-miles are available 
against which to assess the rise, while in the United States in the 
year 1956 the injury rate in trucking was 30.2 per million employee 
hours, as compared with 12.0 in manufacturing and 47.9 in coal 
mines. Secondly, the transport industry is peculiar in the extent 
to which accidents occurring therein affect persons not connected 
with the industry, primarily because it is the business of the 
industry to carry third parties or their goods for hire, but also 
because the industry is mobile and therefore prone to involve 
complete outsiders in accidents. If, then, workers in all employ- 
ments face the risk of having to pay compensation for injury or 
damage caused by their negligence to employer or fellow-employees, 
transport workers face, in addition, the possibility of claims from 
third parties. 

They do not face this additional risk by themselves. It is also 
a rule of many legal systems that an employer is liable for any 
wrongful act committed by his employee in the course of employ- 
ment ; this liability exists alongside the liability of the employee 
for his own acts. Moreover, many systems of law place on the owner 
of a means of transport an absolute liability to compensate injury 
or damage caused by it to outsiders—for instance in the case 
of injury or damage caused by aircraft to third parties on the 
surface "—and the victim can in this case recover compensation 
from the employer without being obliged to prove the existence 
of a fault on the part of the employee as he would have to do in 


1 Figures cited in M. S. KamminGa: The Aircraft Commander in Com- 
mercial Air Transportation (The Hague, Martinus Nijhoff, 1953). 

? This is so, for instance, in German, Swiss, French, English, Italian and 
Russian legislation, and is also the rule contained in the Rome Convention 
concerning Damage Caused to Third Parties on the Surface. 
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case of suit against the latter. Normally the injured third party 
—the passenger, consignor or complete outsider—would sue the 
employer rather than the employee, whose financial resources are 
likely to be more limited. But there remain circumstances in which 
the employee may be left to carry the full financial consequences 
of the injury. 

First, it should be noted that the legal liability of employer 
and employee with respect to injury or damage caused by the 
employee in the course of employment does not coincide completely. 
In many countries the employer is able contractually to limit his 
liability in respect of persons or goods carried by his undertaking 
to a certain financial maximum ; in some the employer is further 
able to exonerate himself altogether from liability if he has not 
been personally at fault. Contract clauses providing for such 
limitation or exoneration are expressly permitted by international 
transport Conventions. In cases where the employer is able so 
to limit his liability or to exonerate himself, the employee whose 
act or omission has caused injury or damage has up to now remained 
liable for the full consequences of such injury or damage. Thus 
in a French case which came successively before the Court of First 
Instance of Montbrison, the Court of Appeal of Lyons and the 
Cour de Cassation, an aircraft pilot was found to have been 
negligent and thereby to have caused an accident in which three 
persons travelling in the aircraft were injured. His employer had 
validly excluded his liability for the wrongful act of the employee 
in the operation of the plane by stipulation in the ticket. The pilot 
was held liable to compensate the victims.” Furthermore, under 
the law of some countries certain legal claims that can be made 
against the worker cannot be made against the employer at all. 
In particular, “ solatium ”—damages for pain and suffering—is 
often recoverable only from the person who was actually at fault. 

Secondly, there may be cases in which the employer, or an 
insurance company subrogated to his rights, sues the employee 
for the amount which the employer had previously been compelled 
to pay to a third party for injury or damage caused by the act 
or omission of the employee. In a recent English case a lorry 
driver, while backing into his employer’s yard, knocked over and 
injured a fellow-employee. The insurer of the employer paid 
compensation to the injured worker and then sued the lorry 

1 Complete exoneration is permitted by the Warsaw Convention for the 
Unification of Certain Rules relating to International Carriage by Air with 
respect to the carriage of goods and by the Hague Rules concerning the 
carriage of goods by sea. 


2 Mathon, Mourier et Nigay v. Brutschy et Société Caudron, reported in 
Revue générale de droit aérien (Paris), Vol. VI (1937), pp. 148-152. 
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driver for the amount of that compensation. It was held succes- 
sively by the Queen’s Bench Division, by the Court of Appeal 
and by the House of Lords that the driver was bound to reimburse 
the insurer. The view was expressed in important minority 
opinions both in the Court of Appeal and in the House of 
Lords that the purpose of the payment of insurance premiums 
was that the insurance company and the insurance company alone 
should bear the risk of the contingency insured and that to permit 
the insurance company recourse against the negligent driver 
would mean that it did not bear the risk it was paid to assume. 
But the majority did not feel that they could override the basic 
principle that the driver was bound to take care and to compensate 
the employer or any person, such as an insurer, to whom the 
employer's rights had been transferred, for any financial outlay 
caused to the employer by the driver’s failure to take care, if the 
employer chose to sue for such compensation.! 

Thirdly, there are numbers of small transport undertakings, 
particularly in road transport, inland navigation and coastal 
shipping, in which the employee is financially as much worth suing 
as his employer and action may be brought either against him alone 
or against him and his employer jointly. 

Moreover, in some circumstances certain transport employees 
are by law made personally liable for injury or damage even 
though they have not themselves been guilty of negligence. Thus 
in English law, the Bill of Lading Act, 1855, makes a bill of lading 
representing goods tc have been shipped on board a vessel conclusive 
evidence of shipment as against the master or other person signing 
it, even though such goods or some part thereof may not have 
been shipped—and it is not difficult to imagine circumstances in 
which the master cannot verify whether the entire cargo has been 
shipped—but the bill of lading is not conclusive evidence of such 
shipment against the carrier unless he has personally signed it. 
In French law an even more onerous responsibility may be laid upon 
the master of a vessel. Under article 1384 of the French Civil Code 
a person is answerable for injury or damage caused by objects in 
his care, even though he has not himself been guilty of any unlawful 
act or omission. In the view of some, in the case of vessels sailing 
the high seas, the master, as the person having effective control of 
the vessel, has the “care” thereof, and is thus personally liable 
for any injury or damage caused by the vessel ; however, this view 


1See Romford Ice and Cold Storage Co. v. Lister [1955] 3 A.E.R. 460; 
C. of A. [1956] 2 O.B. 180 ; and H. of L. [1957] 2 W.L.R. 1959. See also Harvey 
v. R.G. O'Dell, Lid., & Hudson, Galway, Third Party, in The Times (London), 
19 Feb. 1958. The former case was decided in contract and the latter in 
tort, but the result attained was identical. 
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is challenged by another, which appears hitherto to have been more 
acceptable to courts, to the effect that the shipowner in fact retains 
the control of the vessel and accordingly has the care thereof.' 

It may well be that the problem of the exposure of transport 
workers to civil law claims for acts and omissions in the course of 
their employment is one of legal rather than practical risk. A 
meeting of experts on the protection of employed drivers against 
civil law claims arising out of their employment, called by the 
Director-General of the International Labour Office in October- 
November 1956, expressed the view that economic and social 
factors made the frequent occurrence of claims unlikely. As the 
experts put it, “ third parties would be unlikely to claim against 
drivers when they had an employer who was liable, particularly as 
the employer would probably, in the majority of cases, be covered 
by insurance. Employers and insurers would also be unlikely to 
attempt to press their right of recourse against drivers on the view 
that the exercise of such rights might well be thought to be oppres- 
sive and to give rise to criticism.” * At the same time subsists, at law, 
full liability, which may in certain circumstances be transformed 
into a practical burden ; the risk of suit is thus ever-present. 


SociAL ARGUMENTS IN FAVOUR OF THE PROTECTION OF TRANSPORT 
WORKERS AGAINST Civit LAw CLAIMS 


As a result of his professional activity, then, a transport worker 
may be called upon to face any of the following categories of 
civil claims: claims in respect of injury to persons or damage to 
property not carried by the means of transport operated by him 
(including claims from fellow-employees and claims from the 
employer for the amount paid to third parties) ; claims in respect 
of injury to persons or damage to or loss of property carried by the 
means of transport operated by him (including claims from fellow- 
employees and claims from the employer for the amount paid to 
third parties) ; claims in respect of damage suffered by the property 
of the employer, in particular the vehicle, vessel or aircraft itself. 

The damages awarded against a transport worker under one 
or more of the above heads asa result of an accident may be out of 
all proportion to his means and may thus represent a real danger to 
his economic security. Professional associations of the workers con- 
cerned, such as the International Transportworkers’ Federation and 
the International Federation of Airline Pilots’ Associations, have 


1See Compagnie des Messageries maritimes v. Clément, decided by the 
Court of Appeal of Paris on 4 July 1956 (Dalloz, 1956, Jurisprudence, p. 685). 
See also an article in Dalloz, 1957, Chronique, pp. 171-174. 

21.L.0. document LPD/1956/D.6 (mimeographed), p. 4. 
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accordingly pressed for action to diminish the likelihood that such 
a burden may be laid upon them. 

In considering the merits of any suggestion that the personal 
liability of transport workers for the financial consequences of their 
acts or omissions be reduced or excluded, it must be remembered 
that the “ fault ”, the “ wrongful act” of the law of civil liability, 
cannot be equated with any moral notion of “ wrong”. Some 
accidents in the field of transport may, of course, be the result of 
recklessness or insobriety. By and large, however, accidents are the 
result of a temporary lapse of attention or an error of judgment 
which, without involving any moral taint, constitute negligence at 
law. This is specially striking as a result of the existence in many 
countries of legislation and case law relating, in particular, to motor 
vehicle traffic. A minor breach of traffic regulations may automatic- 
ally place the driver in the wrong, a legal presumption of negligence 
may be raised against the driver by the mere fact that he has 
caused injury or damage, and the statutory requirement of some 
countries that a driver remain at all times master of his vehicle may 
equate an error of judgment as to traffic conditions with legal 
negligence. There can be no question, in such circumstances, of the 
“ punishment fitting the crime ”. 

It may, on the contrary, be appropriate to consider that in the 
circumstances civil law claims arising out of employment are a 
likely incident of the employment and as such constitute an 
occupational risk. This is so, in particular, when errors of judgment 
or lapses of attention which bring about accidents are the result of 
fatigue after long hours of work.!. Thus in a French case which 
came before the Tribunal correctionnel de la Seine on 2 May 1955 
a truck driver had caused a serious accident after three days and 
three nights of unbroken work. The Court considered his resultant 
fatigue to constitute an extenuating circumstance with respect to 
criminal charges against him, and held his employer responsible 
for the civil consequences of the accident, with reference to the 
inhuman conditions of employment which the employer imposed 
on his workers.? 

Nor is there any deformation of meaning in the use in this 
context of the concept of occupational risk which was evolved in 
relation to employment injuries. In fact, one and the same incident 
may give rise to employment injury and to third-party claims, and 
the economic consequences of the latter may be as heavy as those 


‘It is in respect of civil aviation that most thought has been devoted 
to the relationship between accidents and fatigue. See, for instance, Report II 
of the I.L.0. Ad Hoc Meeting on Civil Aviation, Geneva, 1956 (mimeo- 
graphed) entitled “ Hours of Work of Flight Personnel”, Ch. II, pp. 12-28. 


2 See Le droit ouvrier (Paris), Feb. 1958, p. 75. 
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of the former. With respect to employment injury, for which 
international standards of compensation have been laid down in a 
number of international labour Conventions and Recommendations, 
there has been a tendency for courts so to interpret the concept 
of contributory negligence as not to limit the right of recourse 
against the employer of an employee who has been guilty of a 
slight lapse of attention.1 With respect to third-party claims a 
restrictive interpretation of the concept of negligence may not be 
permissible because it would operate to the detriment of innocent 
third parties. But it may be possible to insure by other means 
that the burden of the consequences of a lapse of attention should 
not be borne by the economically weakest person concerned, the 
transport worker. 

It has been argued by some that to relieve transport workers 
of liability for the consequences of their acts and omissions while 
operating means of transport would result in a lessened sense of 
responsibility and lead to an increase in accidents. This has been 
denied, in particular, by the professional associations of the workers 
concerned.* These conflicting views may perhaps be reconciled 
by a clear definition of the liability of which, as a risk inherent in 
the employment, the transport worker could appropriately be 
relieved, in contradistinction to his liability for acts or omissions 
that cannot be considered to be a risk of the employment. 

In so far as transport workers should be protected against a 
risk inherent in their employment, there would be little doubt 
that protection should be granted only in respect of acts or omis- 
sions in the course of the employment. 

It is a more controversial question whether protection should 
be sought only for acts or omissions in the operation or manage- 
ment of the means of transport in question or also in respect of 
those in ancillary activities such as the loading or unloading of 


1See, for example, the decision of the House of Lords in England in 
Caswell v. Powell Dufiryn Associated Collieries, Ltd. [1940] A.C. 152, 178: 
“ What is all-important is to adapt the standard of negligence to the facts, 
and to give due regard to the actual conditions under which men work in a 
factory or mine, to the long hours and the fatigue, to the slackening of 
attention which naturally comes from constant repetition of the same 
operation, to the noise and confusion in which the man works, to his pre- 
occupation with what he is actually doing at the cost perhaps of some 
inattention to his own safety.” 

2 See, for example, the decision of the House of Lords, refusing to apply 
the reasoning of the Caswell case in this context, in Staveley Iron & Chemical 
Co. v. Jones [1956] 2 W.L.R. 479. 

3 See, for instance, the arguments advanced in support of a resolution con- 
cerning the limitation of the liability of the captain of an aircraft, adopted 
in 1950 by the International Federation of Airline Pilots’ Associations, 
1.C.A.0. document A.4-WP/154. In any case transport workers would 
remain liable to penal sanctions and to the risk of loss of employment as a 
result of carelessness in their work, 
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goods. The I.L.O. meeting of experts already referred to expressed 
the view that protection might appropriately be restricted to the 
former category of acts or omissions, on the ground that liability 
in respect of ancillary activities could not be regarded as a special 
risk of the transport industry. A distinction between the two 
types of activities is in fact already made in the law of many 
countries and in international Conventions with respect to the 
liability of the carrier of goods by sea and air, who is able to 
exonerate himself from liability in respect of damage caused by 
the negligence of his employees in the navigation or operation of 
the vessel or aircraft, but not in respect of negligence in the handling 
of goods. 

In any case, transport workers should be protected only in 
respect of the consequences of casual acts of negligence which 
can reasonably be ascribed to factors such as fatigue or a momentary 
slackening of attention during a prolonged operation, and not 
of acts showing a serious degree of personal fault such as, for 
instance, driving while under the influence of alcohol to a degree 
liable to affect judgment. Essentially, this exclusion is motivated 
by considerations of public interest ; the first concern of the law 
in this connection being, after all, the protection of innocent 
victims. However, even in the framework within which this 
matter is being considered here, such an exclusion is amply justified. 
In fact the acts or omissions so excluded considerably increase the 
risk which can otherwise properly be considered as being inherent 
in the employment; accordingly, the social reasons for freeing the 
worker of the burden of this risk do not apply. In these circum- 
stances, a number of transport Conventions which provide for 
limitation of the liability of transport workers have stated that 
this limitation shall not apply in the case of acts or omissions with 
intent to cause injury or damage, or with a reckless disregard of 
the probable consequences.’ 


PossIBLE METHODS OF PROTECTION 


Limiting the Liability of the Employee to the Same Extent 
as That of the Employer 


It has been indicated above that there are cases in which a 
transport worker remains fully liable for the consequences of his 
acts or omissions while his employer is, in pursuance of an inter- 
national Convention, by statute or by contractual stipulation 


1 1.L.0, document LPD/1956/D.6, pp. 2-3 and 10. 


* Convention on the Contract for the International Carriage of Goods by 
Road (C.M.R.), article 28, paragraph 2; Hague Protocol to Warsaw Con- 


(Continued on following page) 
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enabled to limit his liability financially or to exclude it altogether. 
In so far as it is proper to consider the liability of the transport 
worker as an occupational risk, this clearly constitutes an anomaly. 

Efforts have accordingly been made in recent years to limit 
the liability of transport workers in respect of civil law claims 
arising out of their employment to the same extent as their employ- 
ers’ liability may be limited. In particular, clauses to this effect 
have been included in a number of recent transport Conventions. 
Thus, in the field of road transport the [European] Convention 
on the Contract for the International Carriage of Goods by Road 
signed in Geneva on 19 May 1956, provides that “ in cases where 
the extra-contractual liability for loss, damage or delay of one of the 
persons for whom the carrier is responsible! ... is in issue, such 
person may also avail himself of the provisions of this Convention 
which exclude the liability of the carrier or which fix or limit the 
compensation due”. In the field of air transport the Protocol 
adopted at The Hague in 1955 to amend the Warsaw Convention 
of 1929 for the Unification of Certain Rules relating to International 
Carriage by Air provides for the insertion in the Convention of 
an article 25 A which would entitle the servants and agents of the 
carrier to avail themselves of the financial limits of liability * 
which the carrier himself is entitled to invoke. In the field of 
maritime transport the Brussels Convention relating to the limita- 
tion of the liability of owners of sea-going ships, of October 1957, 
limits the financial liability of the master, members of the crew 
and other servants of the owner, charterer, manager or operator 
acting in the course of their employment to the same amount as 
that of the shipowner.* Analogous clauses are also contained in 
a number of transport Conventions still in draft, notably the Draft 
[European] Convention on the Contract for the Carriage of Goods 
by Inland Navigation ; the Draft Convention on Aerial Collisions ; 


vention, article 25 A, paragraph 3; Rome Convention on Damage Caused 
by Foreign Aircraft to Third Parties on the Surface, 1952, article 9. This 
was also the recommendation of the I.L.O. meeting of experts (I.L.O. 
document LPD/1956/D.6, pp. 10-11). 

1 Under article 3 the carrier is responsible for the acts and omissions of 
his agents and servants and of any other persons of whose services he makes 
use for the performance of the carriage, when such agents, servants or other 
persons are acting within the scope of their employment. 

2 The servants and agents of the carrier would not be entitled to invoke 
the grounds of exoneration open to the carrier, i.e. fault in the pilotage or 
operation of the aircraft. 

3 In a resolution adopted on 13 May 1958 the 41st (Maritime) Session of 
the International Labour Conference expressed its satisfaction that the 
Brussels Convention admits the principle of the limitation of the liability 
of master and crew, and recommended that each Member of the Inter- 
national Labour Organisation should consider the possibility of ratifying 
or acceding to that Convention. 
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and the Draft Convention on the Hire, Charter and Interchange 
of Aircraft. 

Not one of these Conventions is as yet in force. The scope of 
some of them is limited to Europe, Moreover, most are limited or 
may by national decision be limited to international transport, to 
the exclusion of transport within the territory of one State. They 
are thus significant rather as indications of a trend than as a result 
of their intrinsic importance. In any case, it must be noted that 
clauses such as those contained in these transport Conventions have 
a strictly limited purpose. They remove the anomaly by which a 
transport worker could be sued for the full amount of the damage 
caused, or for the difference between the amount recoverable from 
the employer and the full amount of the damage, in cases where the 
employer, although at common law a joint tortfeasor, could limit 
his liability. Indirectly they may thus also serve to reduce the 
likelihood of action being brought against the worker rather than 
or as well as his employer. 

At the same time the inadequacy of the protection given to 
transport workers by such clauses must be recognised. Firstly, the 
limitation of the employer's liability, to which the liability of 
the worker is assimilated, applies only to certain categories of 
claims—under national law as well as international Conventions ; 
in the case of road and rail transport, for instance, the liability of 
the carrier is or may be limited only in respect of claims from 
passengers or consignors. Secondly, the financial limitation, which 
is necessarily so determined as to take account of the interests of 
the victims, is not low ; in the case of the liability of the shipowner, 
the limitation, fixed at 3,100 gold francs per ton of the ship’s 
tonnage for personal injury claims, is significant only in case of 
catastrophic loss. 


Relief from Liability 


At the other extreme it must be recognised that legislation 
designed to relieve transport workers altogether of their tortious 
liability arising out of acts or omissions in the course of their 
employment is not at present likely to prove acceptable. The 
social duty of the legislature to the wholly innocent victims of 
accident is higher than that towards the transport worker, even 
though he may admittedly also face economic consequences out 
of all proportion to his fault. 

This does not mean that measures may not be and are not 
being taken, by Convention, or by legislative and judicial action, 
to reduce the liability of transport workers in this respect where the 
interests of the victims are otherwise adequately protected or where 
they are considered to be relatively less deserving of protection. 
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Thus the Convention on Damage Caused by Foreign Aircraft to 
Third Parties on the Surface, which was adopted in Rome in 1952 
and entered into force in February 1958', provides for the absolute 
liability of the operator or owner of the aircraft for damage on the 
surface caused by an aircraft in flight or any person or thing 
falling therefrom and for the possible compulsory insurance of that 
liability, and accordingly excludes the liability of the servants or 
agents of the operator or owner. The new Swiss Highway Code, 
not yet in force, provides * that a person other than the holder of a 
motor vehicle who bears some responsibility for an accident may 
be exempted from liability if his fault was slight, the victims 
being protected by the overriding responsibility of the holder of the 
vehicle. Similarly, it is pointed out in the report of the I.L.O. 
meeting of experts that in Germany courts have in recent years 
tended to exempt employed drivers from liability in cases of slight 
negligence and error of judgment.® Moreover, there have been both 
legislative measures and judicial decisions recognising, in this 
context, that claims by the employer against his employee are not 
necessarily deserving of protection. Thus a Belgian Act of 4 March 
1954 amending the Act concerning the contract of employment, 
provides that, in the matter of liability for damage to the employer's 
equipment, the employee shall be liable for an act of minor negli- 
gence only if such negligence is habitual, while the Chambre d’appel 
des prud’hommes de Genéve, on 15 May 1956, rejected a claim by 
a garage owner against his employee in respect of damage suffered 
in a collision by a vehicle driven by the latter, on the ground that 
in view of the fact that accidents are always possible in this type 
of occupation, a garage owner who had not insured his vehicles 
against all risks had not acted in a reasonable manner.* 


Sharing the Risk between the Employer and the Employee 


The examples of conventional, legislative and judicial action 
for relieving transport workers of liability in certain conditions 
show that in the final analysis the main problem is whether these 
workers are to be personally liable for the economic consequences 
of minor negligence in the course of their employment, or whether 
the burden of these consequences® should be assumed by the 
employer as part of the risk of the industry. 


1The Convention has so far been ratified by Canada, Egypt, Luxem- 
bourg, Pakistan and Spain. 

2 Article 55, 4e. 

31.L.0. document LPD/1956/D.6, pp. 2 and 3. See also BGH AP No. 1 
relating to § 611 BGB (Haftung des Arbeitnehmers) ; and BAG NJW 1958, 


pp. 235 ff. 
4 Cited by A. BERENSTEIN in Travail et sécurité sociale (Geneva), Oct. 1957. 


5 That burden is, of course, insurable. See the next section. 
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Any suggestion that the employer should assume the risk 
would not constitute a radical departure from the present situation. 
As indicated earlier the employer, generally speaking, shares the 
liability of his employee and in practice in the majority of cases 
injured third parties will sue the employer, and the employer 
will not exercise his right of recourse against the employee. What 
remains to be achieved is that the legal position of the transport 
worker, whether under national legislation or under his contract 
of employment, should guarantee the assumption of the risk by 
the employer which, in so far as it exists at present, is purely a 
matter of practice. 

To afford complete protection the legal position of the transport 
worker would have to give effect to three principles : first, that the 
worker should not be under any liability to make any payment, 
by way of damages, indemnity or contribution, to the employer 
by reason of the liability incurred by the employer in respect of 
injury or damage resulting from an act or omission of the worker 
in the course of his employment ; second, that the worker should 
not be under any liability to the employer by reason of injury to 
him or damage to his property resulting from such an act or omis- 
sion ; third, that the employer would indemnify the worker in 
respect of any liability of the worker for injury or damage resulting 
from such an act or omission, where the worker is sued directly, 
alone or together with the employer. 

It is, of course, possible to conceive of variations of such a 
system. In particular it is possible to provide for the worker 
remaining personally liable up to a certain sum, considered to be 
within his economic capacity, especially, perhaps, with respect 
to damage to the employer's property. 

The I.L.0. meeting of experts on the protection of employed 
drivers against civil law claims arising out of their employment 
prepared a draft clause which, with the adaptations that might 
be required to bring it into harmony with the law of different 
countries, would protect employed drivers by the insertion of the 
principles set forth in the preceding paragraph in collective agree- 
ments and thereby, directly or indirectly, in contracts of employ- 
ment.! At the same time they recognised that, since collective 
agreements did not have the same weight in all countries and, 
particularly in an industry such as road haulage, which included 
many small transport operators and non-unionised drivers, were 
not likely to cover all the persons concerned, this method was not 
likely by itself to provide a solution to the problem in its entirety. 
Some participants wondered whether it might not be possible to 


11.L.0, document LPD/1956/D.6. 
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recommend governments to give legislative effect to the principles 
contained in the draft clause in countries where it was found that 
the principles were being widely accepted in collective agreements. 
This would ensure that the employee did not lose the benefit of 
these principles merely because his employer was not a party to 
such an agreement. Moreover, the meeting thought that in all 
countries the principles might, as occasion arose, be embodied 
in relevant legislation, such as legislation in the fields of labour 
contracts, transport, and civil liability. 

There already exist important examples of the principles being 
to some degree embodied in legal provisions. Foremost in the field 
are public authorities. Thus, in the Federal Republic of Germany 
an Act of 16 July 1957 lays down that a public authority cannot 
recover damages from an employed driver. In New Zealand, 
government drivers must be indemnified in respect of their liability 
for injury or death to passengers conveyed on official duty, for 
injury to any public servant even though not carried by the 
vehicle, and for damage to the property of third parties.? In the 
United States federal employees are protected against claims by 
their employer.* In Austria, a draft law at present under considera- 
tion would give effect to all three principles set forth above. 


Insurance 


The coverage by insurance of certain of the claims to which 
transport workers are exposed is compulsory in many countries. 
Thus an increasing number of countries make obligatory the 
insurance of motor vehicles for injury to third parties * normally 
including passengers—although it is not obligatory in all cases that 
the insurance cover the driver of the vehicle if he is not the same 
person as the owner.® Similarly, the coverage of damage caused 
by aircraft to third parties on the surface is compulsory in many 
countries *, and is in some cases expressly required to cover the 

1 Bundesgesetzblatt, Part I, 1957, No. 31, p. 710. 

* Treasury Instruction K. 28. 

31.L.0. document LPD/1956/D.6, p. 4. 

4 This is so, for instance, in Austria, Belgium, Czechoslovakia, Denmark, 
Dominican Republic, Finland, Federal Republic of Germany, India, Norway, 
Spain, Sweden, Switzerland, Thailand (in respect of transport undertakings), 
Union of South Africa, United Kingdom, and most states of the United 
States. 

5 In Switzerland, for instance, this is not at present obligatory. But in 
fact the general conditions of all motor vehicle policies issued in Switzerland 
provide for the coverage of any driver. The new Highway Code will make 
the coverage of the driver compulsory. 


6 This is so, for instance, in Austria, Denmark, Federal Republic of 
Germany, Norway and Switzerland. In the United Kingdom the Air Naviga- 
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personal liability of persons employed in the piloting and operation 
of the aircraft.1 Other risks, such as loss or damage of goods 
transported or damage to the means of transport itself, while not 
usually ? the object of compulsory insurance, can and frequently 
are covered by voluntary insurance. 

A number of technical safeguards are required if insurance is 
adequately to protect the transport worker as well as his employer. 
First, the insurance should cover the worker as well as his employer 
or, where it does not do so—as in the case of goods insured under 
a transport rather than a liability policy—should at least exclude 
the recourse of the insurer against the worker.* Secondly, the worker 
should as far as possible be given a direct right to benefit under 
the insurance. Thirdly, the amount insured should be adequate * 
and exceptions to coverage eliminated as far as possible. 

With these safeguards insurance constitutes one of the most 
efficacious methods of protecting transport workers against civil 
law claims arising out of their employment. Moreover, the economic 
implications of any sharing of the risk of the industry between 
employer and employee along the lines indicated in the preceding 
section thereby become largely a matter of including insurance 
premiums in the operating costs of the industry. 

The protection of transport workers against civil law claims 
arising out of their employment along such lines has already 
been envisaged. In the Federal Republic of Germany it was 
proposed in recent discussions on the means of freeing railway 
workers from liability towards third parties arising out of activities 
particularly liable to cause risks that the worker should cover 
himself by a third-party risk insurance policy paid for by means of 
a special increase in salary given by the employer for that purpose.® 


tion Act, 1936, in section 16, introduced a scheme for the compulsory insur- 
ance of aircraft against third-party risks, but the scheme was not put into 
force. 

1In pursuance of article 64 of the Swiss Federal Law on Aerial Naviga- 
tion of 21 December 1948 the insurance against damage caused by aircraft 
to third parties on the surface must cover the personal liability of persons 
charged by the operator with the piloting of the aircraft or with any other 
service on board the aircraft. 

2? The General Agreement of 17 March .1954 concerning economic regula- 
tion of international road transport provides, in annex E 1, for the com- 
pulsory insurance of goods. In the Federal Republic of Germany goods 
transported for a distance of more than 50 km must be insured. 

In France, section 36(3) of the Act of 13 July 1930 concerning the 
insurance contract abolished the insurer’s right of recovery against an agent 
or employee of the insured except in cases of wilful damage. Moreover, 
clauses whereby the insurer waives such a right of recourse are frequent in 
insurance policies. 

‘The minimum coverage provided by law for third-party insurance is 
often considerably less than the amounts awarded by courts. 

5 See Das Signal, No. 5, Year 9, Section VIII, p. 10. 
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Similarly, in Poland the Union of Road Transport Workers is 
attempting to obtain, by way of collective agreement, insurance 
against civil liability arising out of employment at the expense of the 
employer. And the International Federation of Airline Pilots’ 
Associations resolved, at a Conference in Bogota, in March 1958, 
that its member associations should seek the adoption of contrac- 
tual provisions in agreements with air carriers which would give 
effect to the principle that pilots should be fully covered against 
civil liability either contractually by the operating company 
or by an insurance policy taken out by the operating company. 
Arrangements of that kind, by collective agreement or employment 
contract, are probably the best means for the generalisation of 
insurance cover for the risks faced by transport workers in the 
matter of civil liability. There is no serious possibility that where 
insurance is not already made obligatory in the interest of the 
victims of accident, it will be so made obligatory for the protection 
of the worker responsible at law. 


CONCLUSION 


The manner of implementing the various methods of protection 
discussed above must, in each country, take into account the local 
law of civil liability, and will accordingly vary. Thus, in some 
countries it may not be lawful for the employer to agree by contract 
to indemnify the worker for the consequences of the latter's legal 
negligence, and legislative action will be necessary. In others the 
coverage of the worker’s liability by the employer may be considered 
to be peculiarly suitable for contractual arrangement. Some 
general conclusion as to the value of the various methods of protec- 
tion may nevertheless be admissible. 

It would seem that protection by means of legislative limitation 
of liability is not the most suitable method. It has been shown that 
where the liability of the worker is limited to the same extent as 
that of the employer, the worker is not sufficiently protected. 
Efforts to obtain greater relief from liability are likely to prove 
successful only in so far as the victims are otherwise adequately 
protected. Moreover, any legislative relief from liability is, except 
where there exist treaty arrangements to the contrary’, territorial 
in effect only. As such it is inadequate in an industry such as 
transport, which often involves the movement of workers from 
country to country. Although different countries might well prove 
to have similar legislation on the subject, the worker would have 
no guarantee that this is in fact so. 


1Such as, for instance, the various transport Conventions referred to 
above. 
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Coverage of the worker’s liability by insurance—wholly or 
partly at the employer’s expense—or by the employer acting, as it 
were, as his own insurer—does not encounter these difficulties. 
There is no reason why such coverage should not be complete. 
Moreover, it would operate irrespective of where the circumstances 
giving rise to liability occurred. Such coverage may be brought 
about by legislation as well as by contractual agreement. Finally 
it would place the question of protecting transport workers on the 
plane of their economic relations with the employer, and not on 
that of their duty as citizens. In view of what has been said above 
on the social reasons for the protection of transport workers, this 
would indeed seem to be the correct approach. 





REPORTS AND INQUIRIES 


An International Experiment 
in Workers’ Education 


There is a growing need for the kind of education that will properly equip 
workers and trade unions to meet their increasingly heavy economic and 
social responsibilities. This ts particularly so in the less developed coun- 
tries, where this form of education can be a powerful factor of social progress. 

Accordingly, in 1956 the International Labour Organisation launched 
a workers’ education programme aimed at encouraging the various countries 
in their efforts to train workers as active and responsible partners in the 
nation-building process. Under this programme, a seminar on workers’ 
education, grouping some 20 participants from different regions of the 
world, was held recently in Denmark with the co-operation of the Danish 
Government and various interested bodies within the country. The work 
of the meeting, described in the following article, is of interest not only 
because of the intrinsic value of the results achieved but also as an 
example of a particularly useful and practical form of international co- 
operation. 


On 26 August 1957, a group of 24 trade union leaders and other 


responsible — from 13 countries in Africa, Asia, Europe, Latin 
America and the Middle East, gathered in Copenhagen for a workers’ 
education seminar organised by the International Labour Office within 
the framework of the Expanded Programme of Technical Assistance and 
in collaboration with the Danish National Committee on Technical 
Assistance and other interested bodies in Denmark. 

The participants in the seminar came from the following countries : 
two each from Burma, Chile, Egypt, Ghana, Greece, India, Lebanon, 
Mexico, Pakistan, the Philippines and Turkey ; and one each from Ceylon 
and the Sudan. Most of them were trade union leaders, including among 
others the Assistant General Secretaries of the central trade union 
confederations of Ghana and Pakistan, a member of the Executive 
Board of the Philippines Trade Union Congress, the Treasurer of the 
Hind Mazdoor Sabha and the General Secretary of the Indian National 
Trade Union Congress in Mysore, a Departmental Secretary of the 
Burma Trade Union Congress, the General Secretary of the Independent 


1 Several articles on workers’ education have been published in the International 
Labour Review over the past few months. See in particular Amy Hewes: “ Workers’ 
Education in the United States”, Vol. LXXVI, No. 5, Nov. 1957, pp. 423-445; Jean 
Nrnon : “ Workers’ Education in Belgium”, Vol. LXXVII, No. 3, Mar. 1958, pp. 220- 
238; and Georges VipaLtenc: “ The General Confederation of Labour—Force Ouvritre 
and Workers’ Education in France”, Vol. LXXVII, No. 4, Apr. 1958, pp. 313-324. 
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Industrial and Commercial Workers’ Union of Ceylon and the Vice- 
President of the Egyptian Petroleum and Chemical Federation of 
Workers. Other participants included Ministry of Labour officials 
from Burma, Egypt, Greece, Mexico, Sudan and Turkey, one personnel 
officer and the Director of the Labour Education Centre of the Uni- 
versity of the Philippines. 

These persons came to the seminar with very different conceptions 
of workers’ education that reflected their varied background and 
training. To some of them it meant education of the worker as a trade 
unionist ; to others, further basic education for workers who lacked 
————- in formal schooling ; to still others, it meant education 
of the worker as a member of the community and as a producer, consumer 
or citizen. These different views on workers’ education were to be 
expected in such a heterogeneous group and the process by which 
they were confronted and reconciled into a concept of workers’ education 
acceptable to all the participants constitutes one of the significant 
features of the seminar. 


ORIGIN AND OBJECTIVES OF THE SEMINAR 


The idea of organising such an international seminar came at a 
time when increasing ferment in thinking about workers’ education 
was noticeable not only in the industrially less developed countries but 
also in those where workers’ education has been carried on for some time. 
Efforts to appraise and reappraise concepts, approaches and methods 
of workers’ education were being made at different levels in various 
countries, in the face of new conditions created by the growing role and 
responsibilities of workers, the increasing importance of trade unions 
in industrial, national and international life, the impact of technological 
progress, the changes in social institutions and the occupational structure, 
the growing mobility between social classes, and the increasing oppor- 
tunities for education opened to workers. Whether in the Scandinavian 
countries and the United Kingdom, where workers’ education activities 
date back to the last century, or in Ghana and the Sudan, where such 
work is nearly as new as independence itself, the problems of workers’ 
education in the context of today’s world were receiving attention, 
and new solutions, or the adaptation of old methods, were engaging the 
attention of responsible persons active in the field. 

At the international level the importance of workers’ education 
and the need for suitable institutions and methods for its development 
were fully realised by the international trade union movements and 
other organisations interested in education for workers, as well as by 
international agencies such as the International Labour Office. Having 
long recognised that the struggle against ignorance and lack of educa- 
tional opportunities is of fundamental importance for the promotion 
of social progress, the Office has since 1956 engaged in a Workers’ 
Education Programme, as a systematic extension of its traditional 
activities, for the purpose of promoting and aiding workers’ education 
schemes designed to help workers to acquire the knowledge necessary 
for participating effectively in social and economic life. 

In 1955 the Director-General of the International Labour Office, 
speaking at the 38th Session of the International Labour Conference, 
stressed the interest of the I.L.O. in education in the arts of social 
relationships and the responsibilities of social leadership, and in educa- 
tion for trade unionists as well as for management in labour relations 
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practice. The Danish Government delegate at the same session of 
the Conference, in supporting the I.L.0.’s Workers’ Education Pro- 
gramme, stated that his Government was prepared to collaborate 
with the Office in organising in Denmark a seminar on workers’ educa- 
tion, along the lines of the I.L.O.-Danish courses held there during a 
number of years on co-operatives, urban and rural housing, and other 
subjects. 

A plan for the seminar was prepared by the Office in agreement 
with the Danish authorities, and was approved by the United Nations 
Technical Assistance Board. The Office appointed as Director of the 
seminar the General Secretary of the Danish Workers’ Education 
Association, whose staff consisted of three Danish assistants and a 
representative of the I.L.O. 

The purpose of the seminar was to enable qualified participants from 
selected countries, where only a beginning has been made in workers’ 
education, to obtain a broad view of existing knowledge and experience 
in developing concepts, institutions and methods of workers’ education, 
and to stimulate an exchange of views on the possibilities of adapting 
such knowledge and experience to meet the needs of the countries from 
which the participants were drawn. It was designed as a concrete and 
systematic demonstration of how workers’ education in Denmark and 
other advanced countries was carried out, with emphasis on different 
educational techniques and how they could best be applied in given 
situations. The seminar was also to give an opportunity to the partici- 
pants to contact the Danish people and see for themselves the life of the 
workers and the role of labour in a modern society in such a way as to 
provide practical knowledge that would be useful for the participants in 
playing an effective part in education in their home countries. 


PROGRAMME 


The programme of the seminar was divided into four parts as follows: 

(1) social conditions in Denmark ; (2) workers’ education institutions, 

rogrammes and methods ; (3) workers’ education in practice, as applied 
in the specific field of labour-management relations ; and (4) evaluation 
and conclusion. At the request of the participants, a supplementary 
programme of three days was arranged, for the majorit a the partici- 
pants, at the International Labour Office in Geneva after the seminar 
closed in Denmark. 

The introduction to social conditions in Denmark comprised four 
days of lectures and discussions, giving the participants a general view 
of the background and institutions of Danish adult education, industrial 
and economic life, social welfare measures and certain aspects of Danish 
history and culture having a bearing on workers’ education. These 
first y Mn were spent at Magleas Folk High School, one of the finest 
= colleges in Denmark and an outstanding example of the long 
tradition of adult education in that country, beginning over a century 
ago with folk high school movement inspired by the great Danish 
educator Grundtvig in the hope of preparing Danish youths (mostly 
from the farms at that time) to play their full part in the democratic 
institutions of their country. 

From Magleas, and after a short stop at Copenhagen to meet the 
President of the Danish Trade Union Congress at a reception given by 
him in the new People’s House, the seminar crossed Denmark to Esbjerg, 
the major port on the west coast. The participants and the staff were 
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accommodated for one week at Esbjerg Folk High School, the most 
modern workers’ college in Denmark and built completely by trade 
union funds. Here the participants had a chance to mingle freely with 
a group of typographical workers gathered at the school for a course 
arranged by the Danish Typographical Workers’ Union. 

It was at Esbjerg that the central part of the programme, concerning 
workers’ education institutions, programmes and methods, took place. 
It began with lectures and discussions on the history, structure and 
activities in workers’ education in Denmark, notably those of the 
Workers’ Education Association and the trade unions. This was followed 
by an examination of the specific functions, programme and daily 
activities at a workers’ college, completed at a later stage by a visit to 
the Association’s branch at Silkeborg, which showed the part it plays in 
community life. 

The international aspects of workers’ education were dealt with by a 
series of talks and discussions concerning a variety of experiences in 
methods, techniques and institutions. The President of the International 
Federation of Workers’ Education Associations (I.F.W.E.A.), long a 
moving force of the British Workers’ Education Association, gave the 
seminar the benefit of his views not only on the activities of his Fede- 
ration and its affiliates in many countries but also on some of the major 
issues of workers’ education, the role of trade unions, the State, the 
universities and other bodies active in this field, as well as the special 
characteristics and patterns of work in the countries where workers’ 
education is well developed and some important problems of workers’ 
education in the industrially less developed countries. 

A discussion of specific problems in starting the development of 
workers’ education in a country where such activities did not exist 
before was led by the Deputy Director of Extra-Mural Studies of the 
University of Manchester, who was personally involved, on behalf of 
the I.F.W.E.A., in a survey of workers’ educational needs in the Sudan 
and a project for the creation of a workers’ education association in 
that country. This discussion was of particular interest in view of the 
fact that such an association was in fact successfully launched after an 
important conference at Khartoum, in which the I.F.W.E.A., the 
United Nations Educational, Scientific and Cultural Organisation 
(U.N.E.S.C.O.) and the I.L.O., as well as all the major Sudanese 
bodies concerned, participated. 

The activities and experience of the I.L.O. and U.N.E.S.C.O. in 
promoting workers’ education were dealt with by the representatives of 
the two organisations. The discussions brought out that there were 
many areas where the I.L.O., under its workers’ education programme, 
and U.N.E.S.C.O., mainly through its adult education activities, can 
be of assistance, each in its own distinct manner, to national organisa- 
tions working in this field. Interesting suggestions in this respect were 
made by various participants who, in turn, obtained a clearer idea than 
before of the possibilities and conditions of action by these two inter- 
national organisations. The supplementary programme in Geneva 
gave the participants a chance to study and discuss the work of the 
I.L.O. in the fields of technical assistance, international labour standards 
and labour administration. 

Additional sidelights of an international character were obtained 
when the seminar had the opportunity of meeting and talking with the 
Executive Secretary of the Training Institute of the International 
Ladies’ Garment Workers’ Union, one of the outstanding institutions 
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of its kind in the United States, and with the President of Roosevelt 
University, which operates a Labour Education Service in Chicago that 
has trained many trade unionists in social and economic subjects. 

The general impression of Danish life given in the introductory 
part of the programme was deepened and reinforced when later on the 
seminar engaged in an exercise of workers’ education in practice in the 
specific field of labour-management relations. The participants heard 
leaders of both the trade unions and employers’ associations in Denmark 
and discussed with them the role of trade unions and other voluntary 
associations in a modern society, as well as the processes of collective 
bargaining, mediation and labour-management co-operation. The 
participants visited the headquarters of the largest national trade 
union in Denmark and discussed its work with the President and other 
officials of the union. Much of this part of the seminar took place at 
“ Egelund ”, the country estate made available to the seminar for ten 
days by the Danish Employers’ Association. 

Throughout the seminar the participants had opportunities of 
exchanging views on the possibility of adapting the knowledge and 
experience gained to meet the needs of their home countries. The 
participants prepared a working paper on the development of workers’ 
education in each of the countries represented and several of them 
exhibited documentation brought to the seminar on the past achieve- 
ments of their organisations. This was rounded off by a special discussion 
session, held by the participants when the seminar was in the industrial 
city of Aarhus in central Denmark, on how the Danish and international 
experiences in workers’ education can be applied to their respective 
countries. 

The programme of the seminar was completed with five days in 
Copenhagen, where the final evaluation and concluding sessions were held. 

The formal programme was supplemented by an attractive variety 
of visits and contacts. The participants were received by the Prime 
Minister at his home and had other opportunities of enjoying the 
hospitality of Danish homes, including those of workers and farmers. 
The seminar visited and held discussions at a large factory manufacturing 
electrical equipment, a co-operative brewery owned by the Danish 
labour movement, a tobacco factory, a model agricultural livestock 
centre, co-operative housing projects and other places of interest. 


EDUCATIONAL METHODS AND TECHNIQUES 


Before proceeding to an analysis of the impact of the programme on 
the participants it would be of interest to mention the type of pedagogic 
outlet and techniques employed at the seminar. Since one of the 
objectives of the seminar was to provide a practical and systematic 
demonstration of modern methods and techniques of workers’ educa- 
tion, the participants had ample opportunity to observe and practise 
intensive group work, panel discussions, round-table discussion, as well 
as the use of films, filmstrips, “flip-over” charts, flannel boards and 
other audio-visual aids, which have become important tools in workers’ 
education. 

About one-half of the working time of the seminar was devoted to 
group work, a typical day beginning with an introductory talk by a 
specialist, lasting usually 45 minutes, followed by the breaking up of 
the seminar into small groups of five or six participants who discussed 
for an hour or so among themselves a certain number of specific ques- 
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tions, which were then presented by a group reporter and discussed at 
the plenary session. Variations of this method, including short discus- 
sions between six participants on specific questions, were used. Group 
work was on some days extended into the afternoon, with the lecturer 
answering questions and making concluding remarks at the end of the 
day. This intensive use of group work gave every participant a chance 
to express his views in a small group and encouraged his active participa- 
tion in the seminar as a whole. 

Various other methods were used, including panel discussions and a 
debate between the research and education officers of the Danish 
Employers’ Association and the Danish Confederation of Trade Unions. 
Three evenings of films on social subjects were arranged, as well as 
demonstrations of audio-visual aids and time and motion study tech- 
niques used in classes for trade unionists at the Esbjerg school. 

The participants were encouraged to set up a Participants’ Com- 
mittee, which submitted to the Director and the Representative of the 
I.L.O. various suggestions on the practical organisation of the seminar, 
certain ideas about contacts to be made with Danish bodies and also 
some indications as to how the programme could be extended and 
varied. The composition of the Participants’ Committee was changed, 
in whole or in part, every week so as to enable nearly everyone to take 
some responsibility. The participants also set up an Evaluation Com- 
mittee, which helped the Director and the Representative of the I.L.O. 
in appraising the activities at the seminar and in suggesting how the 
work done should be followed up. 

In these various ways the methods used at the seminar stimulated 
the development of a feeling of democratic group action and initiative 
and active participation were encouraged to the maximum. The seminar 
also illustrated one of the principles of workers’ education, namely 
that the programme and methods used should be suitable to the needs 
of the participants, who should have an opportunity to suggest modi- 
fications in order to increase its effectiveness. 


IMPACT OF THE PROGRAMME 


The effect of the seminar on the participants can be estimated from 
the measures taken by them after their return to their home countries, 
some of which are described later in this article but the results of most 
of which cannot be fully assessed until some time has elapsed. It can 
be appreciated, however, not only from the varied ways in which the 
participants considered that the knowledge and experience gained at 
the seminar could be applied or adapted to their own countries but also 
from the views they expressed in the sessions devoted at the end of the 
seminar to an evaluation of its results. 

There was general agreement that Denmark was an unusually 
appropriate country for the study of workers’ education by persons 
from the economically less developed countries. The participants were 
clearly impressed by the long tradition of adult education sustained by 
a century of people's colleges for workers and farmers ; the transforming 
power of such education was evident in the spirit of social responsibility 
and co-operation that prevailed in the democratic institutions and 
social welfare measures in Denmark. They were similarly impressed 
by the strong Workers’ Education Association, whose wide range of 
activities compares favourably with those of most other organisations 
of its kind in the world, and whose close relations with the trade unions 
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and other elements of the labour movement offers useful lessons to 
those concerned with the development of workers’ education in the 
industrially less developed countries. The power and resources of the 
workers’ organisations in Denmark and their role in promoting the edu- 
cation of workers for responsible and effective participation in social, 
economic and political life left a particularly deep impression on the 
trade unionists among the participants. 

On the other hand, drawing on their knowledge and experience 
of the needs of their respective countries, the members of the seminar 
were keenly aware of the many differences existing between workers’ 
education in a country where activities in this field were highly advanced 
and the efforts that have to be made in developing workers’ education 
under the conditions prevailing in their home countries. Among the 
numerous problems brought out by them in the discussions were such 
matters as the high rates of illiteracy among workers, their relatively low 
income and difficult conditions of work, the existence of unemployment 
in some cases, the state of industrial relations, the youth and weakness 
of many trade union movements, the difficulties of financing and organ- 
ising workers’ education programmes, the inadequacy of voluntary 
traditions in developing co-operative educational efforts within the labour 
movement, and various other social and economic factors affecting the 
successful operation of workers’ education programmes. Not all of these 
problems exist in all economically less developed countries and there are 
important differences in their acuteness in individual countries, but various 
aspects of them were mentioned in one way or another by many of the 
participants, 

The pessimism engendered by these considerations was, however, 
more than balanced by the inspiration derived from the discussion of 
the knowledge and experience supplied by the various international 
lecturers, showing not only the methods and techniques developed 
successfully in countries where workers’ education was well advanced 
but also the ways in which problems similar to those facing the partici- 
pants were or are being solved in different areas of the world. The 
force of the ideas brought out during these discussions was perhaps 
most clearly evidenced by the fact that various participants became 
strongly convinced of the manner in which their particular problems in 
the field of workers’ education should be tackled. 

Conceiving workers’ education as a means of helping workers to fulfil 
effectively their social and economic functions and responsibilities, 
several participants stressed the importance and urgency of training 
trade union officers and instructors. One trade unionist, for example, 
stated in his paper that “ the sort of workers’ education we need most 
is specialised trade union training for those who intend to play an 
active part in the trade union movement”. The proposed line of action 
in his country was to nominate a senior officer in every trade union who 
would be in charge of workers’ education to the exclusion of all other 
union affairs. The nominees of the various unions would meet as a 
permanent committee to assess and make recommendations on the 
various workers’ education problems. 

Another trade union participant stressed the importance of “ develop- 
ing leadership training for union administration ” and went on to say that 
“ this is now becoming an urgent need to which all care and effort should 
be devoted. A special programme should be prepared to train the largest 
number of the trade union leaders on union administration and its 
derivatives.” 
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Many participants stressed that, among the primary objectives of 
workers’ education, as they conceived it, the training of the rank and 
file workers was just as important as education for trade union officers 
and instructors. One trade unionist expressed it by saying: “ Our main 
need is the type of workers’ education that will develop strong, free, 
democratic and responsible unions.” Another participant put the same 
idea as follows: “ Workers’ education should be started in order to prepare 
good union members, who will know their rights and obligations towards 
their union as well as towards their employers. In educating the worker 
we would be not only creating in him initiatives towards his union and 
his employer but preparing future good citizens. It is not enough to 
have union members who pay their fees only; a desire should be aroused 
in them to share responsibility with the officials of the union and a 
feeling that they have a share in it as active members.” 

The magnitude of the needs as contrasted with the limited resources 
available to most of the trade unions in the economically less developed 
countries led some participants to become interested in various forms 
of collaboration with other groups, such as workers’ education associa- 
tions and universities and similar institutes. This collaboration appeared 
to them to be particularly appropriate in connection with the background 
subjects in the social and economic fields, and with adult education 
relating to general culture, literacy and so on. Several participants 
advocated the creation of a workers’ educational association in their 
own countries, as co-ordinating machinery backed by the support of the 
labour movement and other bodies interested in workers’ education. 
Some went into considerable detail concerning the conditions under 
which such an association may be established, the importance of full 
trade union participation in its central bodies and the planning of pro- 
grammes, and the ways in which the association can be used to mobilise 
resources and teaching personnel from various sources. 

A number of participants were struck by the value of institutions 
like folk high schools as a means of supplying the general background 
education for workers in the economically less developed countries. 
As one participant stated in connection with his own country: “ The 
anti-illiteracy classes, which are widespread, serve no good purpose in 
developing individual personality unless followed by some sort of educa- 
tion suitable to grown-ups—the sort of education given in folk high 
schools.” Other participants were in favour of the establishment of 
workers’ education schools with the help of universities, governed by a 
board comprising representatives of the trade unions, the university 
concerned and interested bodies such as the Ministries of Education and 
Labour. The quality and quantity of suggestions made by various 
participants indicated considerable understanding of the institutions 
and methods of workers’ education developed in the relatively advanced 
countries in this field and how they may be adapted to the need of the 
less developed countries. 

While the discussions during the seminar covered a wide range 
of subjects, from trade union education to literacy campaigns and 
other general educational measures, the participants were agreed that 
the most important part of workers’ education in preparing workers 
for their daily life was the provision of education in the social and 
economic subjects that are directly related to their occupational inter- 
ests and which help them to carry out their responsibilities and assert 
their rights in these fields. As is evident from the preceding paragraphs, 
there was a variety of views on how activities in this field may be 
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carried out, but this merely reflected the varying stages of social and 
economic development of the countries concerned and the institutions 
and traditions peculiar to them. 


CONCLUSIONS AND FOLLOW-UP 


There was general agreement that the seminar was an unusual 
and successful experiment in workers’ education at an international 
level, involving, as it did, trade union leaders and other responsible 
persons from five continents, who spent one month visiting the major 
Danish centres of workers’ education and a few days at the Inter- 
national Labour Office in Geneva. The material and administrative 
arrangements for such a travelling seminar were in themselves rather 
complex and the engagement of a group of Danish and international 
lecturers and discussion leaders for the seminar was not an easy task. 

The seminar was an object lesson in the promotion of international 
understanding, enabling participants from different walks of life and 
the most diverse traditions and cultures to acquire a better knowledge 
of each other’s problems and needs in the field of workers’ education 
and a broad view of the ways and means of developing such education 
under the circumstances that confront them. As one participant 
expressed it: “ The greatest value of this seminar is that it has set 
further goals for us in the future. It emphasised that workers’ educa- 
tion is a dynamic thing and therefore new and newer goals have to be 
set from time to time or period to period of historical development 
in the economic and social life of the workers.” In the words of another : 
“ The seminar has been extremely useful to a group in which a fairly 
large number of participants come from countries where workers’ 
education schemes are non-existent, owing to complicated difficulties 
and obstacles, or where such programmes have only been recently 
introduced. Although the general facts placed at the disposal of the 
seminar may not be a blueprint for workers’ education programmes 
for the needs of the participants in the various countries, yet to us 
most of the subjects treated were useful guide posts for trial and 
adaptation.” Perhaps the most eloquent testimony on the value of 
the seminar was the unanimous recommendation of the participants 
that the I.L.O. should continue to organise similar seminars in the 
future. 

Some of the follow-up measures taken by the participants give 
an idea of the way in which they have benefited from the seminar. 
One of the participants, a prominent Indian trade unionist, has, for 
example, published an important article in the influential paper Indian 
Worker, which is widely read in India and internationally in trade 
union circles. In Mexico, the propagation of the ideas expressed at 
the seminar has been made by a Mexican trade unionist who has 
described her experiences at the seminar in a long series of articles 

ublished in the newspaper of the Confederation of Mexican Workers. 
The seminar has also stimulated certain plans for workers’ education 
seminars in Asia through the initiative started by several trade union 
participants during their stay in Denmark. It is expected that, as 
time goes by, further concrete evidence of the effect of the seminar 
will be revealed by practical action initiated by the participants upon 
their return home. 





Methods of Compensating 
Construction Workers in Europe 
for Loss of Working Time 
Caused by Bad Weather 


At its First Session (Brussels, November-December 1946) the I.L.O. 
Building, Civil Engineering and Public Works Committee emphasised 
the need to give construction workers some safeguards against the risk of 
unemployment caused by bad weather, which is very widespread in the 
industry in several countries." 

By now there exist in most European countries special compensation 
schemes along the lines suggested by the above meeting or similar lines, 
although in a few countries workers who lose their jobs or earnings because 
of bad weather are entitled to ordinary unemployment benefit only. This 
article attempts to review and compare those schemes which have been 
specially designed to compensate construction workers for losses resulting 
from bad weather.* 


Construction workers are normally subject to general unemployment 
insurance in much the same way as workers in other industries. Since, 
however, construction workers are particularly liable to unemployment 
caused by climatic changes, many European countries have introduced 
special schemes to supplement or supersede the benefits granted under 
general unemployment insurance. 

Under these arrangements workers are compensated for stoppages 
caused by bad weather on condition that the stoppages have been 
ordered by the employer or his representative and the workers remain on 
call and are willing to take any other job suited to their skills. Normally, 
this compensation is paid for the working time lost while the worker is 
in the employer’s service, although in some countries, e.g. Belgium and 
; lina resolution concerning general conditions of work in the construction industry the 
Committee urged employers’ and workers’ organisations to “consider the principle of 
assuring to the worker payment for a minimum number of hours each week irrespective 
of time loss due to inclement weather, provided his work is interrupted by the employer 
or his agent, and he remains available for work and is willing to accept reasonable altern- 
ative work ”. (See Official Bulletin (Geneva, I.L.O.), Vol. XXX, No. 2, 15 Sep. 1947, p. 137.) 

2 These schemes should not be confused with guaranteed wage systems, which are wider 
in scope, although they too help to protect the workers against any loss of earnings or 
employment for which they are not themselves responsible. Guaranteed wage systems are 
operative not only when the level of employment (which affects the workers’ security of 
employment or earnings) fluctuates because of climatic conditions, but also when the 
fluctuations are due to other reasons such as permanent shifts in demand caused by the 
economic situation, technological improvements, cyclical fluctuations in output, irregular 
fluctuations caused by the financial policy of governments or individual firms, shortages of 
raw materials, delays in their delivery, breakdowns of equipment, etc. Nevertheless, com- 
pensation schemes for interruptions of work caused by bad weather can be looked upon as a 


partial substitute for guaranteed wage systems. This is particularly true of the United 
Kingdom, as will be seen later. 
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the Federal Republic of Germany, compensation is also payable, on top 
of the unemployment benefit itself, after the ending of the employment 
relationship. 

In Belgium and the Netherlands a distinction is drawn, for compensa- 
tion purposes, between time lost because of rain and time lost because of 
frost or snow : compensation in respect of the latter is at higher rates, 
and covers a greater proportion of the time actually lost, than compensa- 
tion in respect of time lost because of rain. 


TYPES OF SYSTEMS 
Statutory Systems 


In some countries systems of compensation for bad weather have 
been established by law, as in Austria, Belgium, France, Ireland, Poland 
and the U.S.S.R. 

In Austria the Interim Federal Act of 7 July 1954 provided for the 
payment of compensation to construction workers for time lost because of 
bad weather. This Act has since been extended and amended on a 
number of occasions. A government order was issued on 14 May 1957 
making the Act permanent and consolidating the amendments made by 
various other enactments, particularly the Act of 18 December 1956, 
which allowed compensation to be paid throughout the year and not 
only during the winter as formerly. 

As was indicated above, two sorts of compensation are payable in 
Belgium—for rain and frost—and the conditions of payment are different 
as well. The Regent’s order of 20 December 1949 stipulates that only 
partial compensation is payable for working time lost on account of rain, 
whereas the Regent’s order of 18 September 1947 introduced a more 
comprehensive scheme for workers who were forced to interrupt or leave 
their jobs because of frost. The latter order also set up a stabilisation 
fund (Fonds de sécurité d’existence), operated jointly by employers and 
workers, to finance payments to construction workers who were unem- 
ployed because of frost. The decision to establish this fund was taken 
in June 1947 by the National Joint Council for the Construction Industry 
and the order gave statutory sanction to this decision.’ 

In France a special scheme to compensate workers in the building 
and allied trades for stoppages of work caused by bad weather was 
instituted by the Act of 21 October 1946, and in ireland a special com- 
pensation scheme was established under the 1942 Unemployment 
Insurance (Intermittent Unemployment) Act. 

In Poland the national collective agreements for the building industry 
signed in 1949 and 1958 provide for the payment of compensation to any 
workers who are forced to break off their work for reasons beyond their 
control. The first special compensation arrangements in the event of 
bad weather, however, were introduced under a decree dated 29 January 
1955, issued by the Praesidium of the Government on the recommenda- 
tion of the building workers’ trade union. As it was found in practice 
that these early schemes (whereby partial compensation was payable) 


1 There are stabilisation funds for all branches of industry in Belgium. These funds 
have been set up by the Joint Councils for the industries concerned but their legal status 
and structure are prescribed by law. An Act was passed on 7 June 1958 overhauling the 
structure of these funds, including that set up by the construction industry. 

2 This Act has since been amended and supplemented by the decrees of 11 December 
1946, 1 March 1949, 16 August 1949 and 25 July 1952, and the orders of 30 December 
1946 and 19 March 1956. 
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gave rise to difficulties and abuses, they had to be superseded by a new 
type of scheme under which building workers receive full pay whenever 
they are forced to stop work because of bad weather. This new scheme 
was introduced under decree no. 14/57 of 1956-57. The previous 
decree (of 1955) still applies, however, to building workers paid on a task 
basis, who are compensated by the payment of bonus rates during the 
winter. 

In the Union of Soviet Socialist Republics the “ Regulations for 
work in the open air in the cold season ” were issued in 1929 (Act No. 377 
dated 11 December 1929) and enlarged in 1932. Under this legislation, 
which is still in force, compensation is payable to all workers, including 
construction workers, who have to stop work because of bad weather. 
The Act prescribes the general conditions governing the payment of 
compensation and leaves the details to be settled in agreement with the 
trade unions. 


Contractual Systems 


In other countries, on the other hand, special arrangements of this 
kind have been made as a result of collective bargaining, e.g. in the 
Federal Republic of Germany, the Netherlands, Norway, Sweden and 
the United Kingdom. 

In the Federal Republic of Germany seasonal unemployment is 
covered by a special compensation scheme established in 1955 under a 
series of collective agreements, namely the collective agreement of 
26 May 1955 on wages in the construction industry, as amended by the 
agreements of 3 February 1956 and 1 May 1958 (which applies to the 
whole of the Federal Republic of Germany except Bavaria) ; the agree- 
ments of 30 June 1955 and 22 February 1956 (applicable to Bavaria) ; 
and the collective agreements of 14 June 1955 and 14 September 1956 

rescribing compensation for underemployment in the winter months 
which apply to the whole of the Federal Republic without exception). 
Under these last two agreements a special fund was set up to finance 
the payment of compensation for unemployment due to bad weather. 
This fund operates in much the same way as the Belgian “ stabilisation 
fund ”. 

In Norway compensation of construction workers in respect of 
earnings lost due to bad weather has been provided for since the collec- 
tive agreements were revised in 1952. This compensation is, however, 
partial and covers only a limited amount of time lost. The position is 
more or less the same in Sweden. In the Netherlands the safeguards are 
more comprehensive and under the agreements governing wages and 
other conditions of work in the construction industry (which were last 
revised on 16 June 1958) appropriate compensation is payable to workers 
who are forced to interrupt their work because of rain. Stoppages 
caused by frost or snow are covered by a special compensation fund 
(Risicofonds) similar to the funds in existence in the Federal Republic 
of Germany and Belgium. 

The United Kingdom is the only European country ? where compen- 
sation for bad weather is paid to building workers as part of a guar- 
anteed wage scheme. This scheme was established under the National 
Working Rules (amended on 1 April 1957), an order by the National 


1 The coverage afforded by the Italian Compensation Fund for Loss of Wages by Industrial 
Workers can to some extent be compared with a guaranteed wage system ; this particular 
case will, however, be dealt with later under the heading “ Other Methods of Compensation ”. 
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Joint Council for the Building Industry and the Working Rule Agree- 
ment (amended on 25 May 1957) concluded by the Civil Engineering 
Construction Conciliation Board. 


Contractual Systems Given Force of Law 


There is a third class of countries in which compensation schemes 
have been set up under collective agreements but have been given 
binding force by law, e.g. Switzerland, where the national collective 
agreement regulating conditions of work in building and civil engineering 
(signed in 1952 and revised in 1954), which introduced compensation 
for time lost through bad weather, was given statutory sanction through- 
out Switzerland under a federal order dated 15 May 1954. The condi- 
tions governing the payment of this compensation were renewed in a 
special appendix to the latest national collective agreement for the 
building and civil engineering industries, which came into force on 
1 March 1958. Workers in these industries are also covered by the 
general unemployment insurance scheme which pays benefit in the event 
of unemployment caused by bad weather. 

In this latter respect the system in force in Denmark is similar to 
that in Switzerland. Danish building workers are entitled to unemploy- 
ment benefit if they are forced to stop work because of bad weather ; 
the general principles governing payment are laid down in the Employ- 
ment Services and Unemployment Insurance Act. There are also 
various other statutory ee contractual provisions dealing with special 
cases. 


THE OPERATION OF SYSTEMS OF COMPENSATION 


Some details are given below regarding the scope of these compen- 
sation schemes and the conditions in which they operate, the rate and 
duration of compensation, the methods by which the schemes are 
financed and the legal status and structure of certain special compen- 
sation funds. 


Scope and Qualifying Conditions 


By and large, coverage under special schemes extends to all con- 
struction workers. This term eee | includes workers in the building 
and allied trades together with workers employed in civil engineering 
and public works (with the exception of those in permanent jobs). 

In some countries, such as Norway, payment of compensation is 
confined to workers in the building trades proper, whereas elsewhere, 
e.g. in Austria, France and Ireland, the regulations have been broadened 
to cover workers in other kindred trades such as bridge building and 
electrical work. 

In general, such special compensation schemes also cover foreign 
workers who are employed temporarily in the country concerned. In 
Switzerland, however, the thousands of foreign workers who are em- 
i he in the construction industry on a seasonal basis are not covered 

the federal regulations or collective agreements dealing with unem- 


oyment caused by bad weather. In certain instances local agreements 
Gave been negotiated to try to deal with this state of affairs, but the 
question is still very much in the minds of those concerned, and a number 
of proposals have been put forward for amending the regulations as they 
now stand. 





BAD WEATHER COMPENSATION FOR CONSTRUCTION WORKERS 199 





Compensation is normally paid whenever the men have to interrupt 
their work or are unable to begin because of bad weather. Such a stop- 
page or postponement may take place only if the weather is so bad that 
the workers’ health or safety is endangered or if the work cannot be 
carried on for technical reasons. 

As was mentioned earlier, in order to qualify for benefit workers must 
report for duty at the usual time and remain available and ready to do 
any other “ reasonable ” alternative work which may be assigned to 
them by the employer—either on the same site or on another. The 
workers draw their normal wage or the wage for the particular type of 
work as the case may be. In some countries, such as France and the 
United Kingdom, workers who are idle because of bad weather may be 
employed by the authorities on public works. 

The decision to stop or resume work must be taken by the employer 
or his representative, although the shop stewards, if any, must also be 
consulted (as in Austria and France). Usually the decision whether a 
stoppage of work is justified is taken in the light of the official weather 
reports. 

en some countries, the payment of compensation is confined to the 
winter months from November to March. This is the case, for example, 
in the Federal Republic of Germany, where—as in Belgium, where 
stoppages caused by frost are concerned—a worker must, in order to 
qualify, have lost or left his job for a good and sufficient reason. In other 
countries, however, such as Austria, Norway, Sweden, Switzerland and 
the United Kingdom, compensation is payable throughout the year. 

In order to qualify workers must also have a certain number of work- 
ing hours or days to their credit either in the same firm or in a number 
of firms during a prescribed period preceding the one for which com- 
pensation is claimed. In Belgium, for example, benefit is paid to workers 
who are unemployed because of frost only if they have worked for 200 
days during the year preceding the one in which the stoppage takes 
place ; they are also entitled to normal unemployment benefit. In 
France they must have put in not less than 200 hours during the two 
months preceding the stoppage. But in both countries exceptions are 
allowed for certain classes of workers who are genuinely unable to 
comply with these requirements, namely young workers who have just 
finished their military service, trainees from accelerated vocational 
training centres, workers serving a paid apprenticeship, workers over the 
age of 65 who are not entitled to unemployment benefit, etc. 

In other countries compensation is granted to workers who have 
paid a certain number of contributions to the special fund set up for the 

urpose, e.g. in the Federal Republic of Germany, Ireland and the 

‘etherlands. In Germany the workers must have paid in a minimum 
of 36 marks spread over not less than 20 weeks during the calendar year 
preceding the winter period. In Ireland at least 12 weekly contributions 
and in the Sethetlande: 156 daily contributions are required. 


Amount of Compensation 


The amount of compensation varies from one country to another. 
Usually it totals between 60 and 75 per cent. of the normal wage but in 
some cases is as high as 90 or even 100 per cent. In some countries the 
wage used as a basis for calculating compensation is taken to include 
certain special bonuses or supplements to the wage in the shape of 
family allowances, sickness benefit and other social security payments. 
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Usually in calculating this compensation a distinction is drawn 
between workers who are paid by the hour or the day and those who are 
aid by the task. The latter are usually compensated by means of a 
Scene (between 20 and 30 per cent.) on the hourly wage rate for their 
trade. 

Generally speaking the compensation is paid by the employer at 
the same time as the wage and is treated sometimes as an integral 
part of the wage and therefore liable to tax, and elsewhere as a special 
form of benefit exempt from any income tax or social security deductions. 

Thus in Austria the compensation totals 70 per cent. of the hourly 
wage rate that the workers would have been paid if work had not been 
interrupted. Over and above the basic hourly rate, the only payment 
which may be taken into consideration in the calculation of such com- 
pensation is “ height money”. Workers paid on piece-rates, however, 
draw a 30 per cent. bonus on their hourly wage rate. As they are not 
allowed any rebate on their contributions to the sickness insurance 
scheme the difference between the two contribution rates is made up 
by the employer. All other social security contributions, however, are 
calculated on the basis of their reduced earnings during the bad weather. 

In France the compensation is slightly higher, being equal to 75 per 
cent. of the hourly wage rate laid down in the relevant collective agree- 
ment. In practice the hourly wage rate used in calculating this com- 
cage ae is the wage which was earned by the worker on the day before 

work was interrupted, plus bonus (including output bonuses but 
not refunds of expenses, danger money or overtime rates). These 
bonuses, however, may not exceed 25 per cent. of the statutory wage 
rate. 

In Poland compensation is paid at the rate of 100 per cent. of the 
normal wage. In Switzerland it totals 80 per cent. and in the U.S.S.R. 
50 per cent. of the wage. 

In Belgium and the Netherlands payment for interruptions of work 
caused by rain is lower than when workers are made idle because of frost. 
In Belgium compensation in the event of rain is equal to two-thirds of the 
normal wage, whereas in the case of frost it takes the form of additional 
allowances equal to the difference between two-thirds of the wage laid 
down by collective agreement for the trade concerned and the basic 
unemployment benefit rate. The family allowances payable under the 
general insurance scheme are added to the compensation a in 
case of frost. The total compensation paid may be adjusted whenever 
wages or the main unemployment benefit rates are changed. Thus, 
through the winters of 1955-56 and 1956-57 compensation rates were 
increased by 10 per cent. so that when combined with unemployment 
benefit they ” totalled 80 per cent. of the normal net wage. 

In the Netherlands compensation in the event of rain is equal to 
80 per cent. of the normal hourly wage and in the event of frost or snow 
to 90 per cent. During stoppages of work because of frost or snow 
workers also receive a percentage of the wage corresponding tc paid 
holidays and their contributions to the sickness and pension schemes. 
During such spells of unemployment employers continue to pay their 
social security contributions. 

In the Federal Republic of Germany, Denmark and Ireland, the 
rate of compensation depends on the worker’s category or a liabili- 
ties and not on his wage, as in other countries. In the Federal Republic 


of Germany, compensation is paid at the rate of 2.50 marks working 


day for adult workers and 1.50 marks for young workers. The scale of 
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compensation can be gauged from the fact that the average basic wage 
in the construction industry is around 2.16 marks an hour (increased 
by 3.5 per cent. under the latest collective agreement signed on 1 May 
1958). This compensation is designed to supplement the benefit paid 
under the general unemployment insurance scheme. For adult workers 
the total benefit falls between 72 and 75 per cent. of the average net 
wage. A further point is that construction workers who have not drawn 
any compensation for unemployment caused by bad weather during 
any given winter period may, in certain circumstances, be refunded all 
or part of the contributions they have paid into the special compensa- 
tion fund. 

In Denmark the rate of compensation varies from one trade to 
another but may not exceed 13.20 crowns a day, on the average, for a 
worker with family. For other workers it varies between 9.80 and 
11.80 crowns depending on the length of membership of the unem- 
ployment insurance fund. This compensation is supplemented by various 
other social security allowances. Wage rates vary from one district to 
another ; for example, in 1956 the average daily wage in the Copenhagen 
area was 57 crowns for stonemasons, 46 for carpenters and 41 for painters, 
whereas in the provinces the corresponding rates were 40, 40 and 38 crowns. 

In Ireland the hourly rate of compensation for workers who are 
forced to stop work because of bad weather is usually 2s. 3d. for skilled 
workers, 1s. 6d. for the unskilled and 9d. for apprentices. The average 
basic wage likewise varies from one district to another. In the Dublin 
area skilled workers earn approximately 4s. 344d. per hour and labourers 
3s. 7d. 

In certain other countries, such as Norway and Sweden, compensa- 
tion is equal to the normal hourly wage rate but is payable for only 
a limited period of idle time. For example, in Norway it is paid at the 
rate of two normal hours’ pay for each idle day. The position is the 
same in Sweden although this level may be exceeded if the worker has 
not been given proper warning by his employer that he need not report 
for duty. 

The system in operation in the United Kingdom has a certain amount 
in common with the practice in Norway and Sweden in that compensa- 
tion is calculated on the basis of the normal hourly wage rate. But the 
coverage afforded in the United Kingdom is a good deal wider. While 
compensation for idle time is payable at half the normal wage rate there 
is also a guaranteed weekly wage scheme whereby building workers are 
paid for not less than 36 hours a week '! irrespective of the number of 
hours actually worked or spent in idleness because of bad weather. 
Normally the guaranteed wage is paid for two weeks if work is interrupted, 
after which the men must apply for unemployment benefit even if they 
are still available to the employer. Compensation is also calculated on 
the basis of the normal hourly wage rate excluding any bonus or allow- 
ance linked with the conditions in which the work is carried out (e.g. 
danger money, “ dirty ” money, etc.) and any overtime payments. 


Duration of Compensation 


Thus, the amount of compensation paid out is closely related to 
its duration. It is impossible to obtain a full picture of the systems in 
force in the European countries without first ascertaining the extent of 


1In Scotland 32 hours a week. 
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coverage. The length of time for which compensation is paid varies 
from one country to another in the same way as the rate. In some 
countries time lost through bad weather is only partly compensated, e.g. 
as has been seen, in Norway, Sweden and the United Kingdom, and 
payment may be made for a period ranging from 24 to 48 working days. 

In France compensation is payable for a maximum of 48 working 
days during any calendar year. The construction workers’ unions feel, 
however, that this is too short, particularly if the winter is long and 
hard, and they are trying to have this ceiling raised to 60 working days. 

In the Federal Republic of Germany the period is shorter, namely 
30 working days. Under the collective agreement of 14 September 1956 
this period was extended to 50 working days but only for young workers 
and for the winter of 1956-57. 

In Austria and the Netherlands compensation is normally paid for 
a maximum of 192 hours (i.e. 24 working days). In the former, however, 
this applies only to the winter period. During the summer compensation 
is paid for idle time up to a maximum of 72 hours except on sites at an 
altitude of over 1,500 metres, where the maximum is 96 hours. These 
periods may, however, be increased by as much as 50 per cent. in the 
event of an officially declared natural catastrophe or exceptionally bad 
weather. The loss of less than three non-consecutive working hours in a 
week does not entitle a worker to compensation, but if in the same week 
there is a stoppage that lasts for not less than an eight-hour working day 
he is entitled to compensation for all the hours lost during the week. 

In the Netherlands the upper limit of 192 hours applies only to com- 
pensation in case of frost. Before 1952, when the Unemployment 
Insurance Act came into force, compensation was paid for any time lost 
between 1 September and 1 May, but with the introduction of a general 
unemployment insurance scheme (which involved the State in higher 
expenditure) the coverage given by the special compensation fund 
referred to earlier was curtailed. However, in 1955 the ceiling of 192 hours 
was lifted in the case of workers over the age of 65, who are not entitled 
to normal unemployment benefit. It was also decided that workers 
without families, who draw a lower rate of unemployment benefit under 
the general unemployment insurance scheme, should be granted addi- 
tional compensation. Payment in case of rain is made for all the time 
lost. ’ 
The position in Belgium is slightly different; there, compensation in 
case of frost is paid for all time lost, commencing on the day when the 
temperature at 7 a.m. is minus 3°C. and on condition that on at least four 
out of the five following days, the temperature at 7 a.m. does not exceed 
0°C. This latter restriction does not apply, however, if during the total 
six-day period the thermometer ever stands at minus 5°C, at 7 a.m. In 
addition, if the period of frost lasts for more than 15 days but less than 29, 
payment of compensation is suspended with effect from the third day on 
which the temperature is above zero at 7 a.m. If the period of frost lasts 
for more than 30 days payment of compensation is likewise suspended 
but with effect from the fourth day. On the other hand compensation 
in case of rain is not paid in respect of more than seven hours a week. 

In Denmark and Switzerland partial compensation is also paid for 
unemployment caused by bad weather. In Denmark it is paid only if 
work is interrupted for a whole day or if the workers have not done more 
than two hours’ work on the day in question. 

In Switzerland compensation is paid for idle time subject to a 
maximum of half a day. Stoppages of work lasting longer than this are 
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compensated under the general unemployment insurance scheme, 
although, as payments under the latter are made only after a certain 
waiting period ', this diminishes the value of the protection given. 

In other countries, however, compensation is paid in respect of all 
the time lost, e.g. in Ireland, Poland and the U.S.S.R. In Ireland all 
time lost through bad weather is compensated, provided the authorities 
are duly notified and give their approval. The position is the same in 
Poland and the U.S.S.R., where compensation is paid for the entire 
period of the stoppage. 


Financing of Compensation Schemes : Special Funds 


Compensation schemes for construction workers who have to stop 
work because of bad weather are in some cases financed by the employers 
alone. In other instances the workers also pay special contributions on 
top of their unemployment insurance contributions. In general, govern- 
ment grants in this field are confined to rare occasions when funds for the 
payment of compensation prove inadequate.? Some countries have set 
up special compensation schemes to help finance the payment of benefit 
and to give the workers fuller coverage. 

France, Norway, Poland, Sweden, Switzerland, the United King- 
dom and the U.S.S.R. are among the countries where these schemes are 
financed by employer contributions. Belgium, the Federal Republic of 
Germany and the Netherlands also come under this heading, but they 


will be dealt with later in connection with special schemes. 
In France compensation for time lost through bad weather is payable 
by the employer. In order to cover the costs involved, the employer 


pays into a Holiday Fund a contribution at a rate which is fixed each 
year by special decree. For example, for the period from 1 July 1956 to 
30 June 1957 this rate was equal to 5 per cent. of the wage bill in excess of 
1,000,800 francs. The employer may then recoup from the Fund a sum 
in respect of any compensation which he has paid to his workers. The 
sum which may be recouped from the Fund is, however, limited to 
90 per cent. of the moneys actually paid to the workers, multiplied by a 
coefficient which depends on the basis on which the employer’s contribu- 
tion to the Fund was calculated. 

In the other countries referred to earlier (with the exception of the 
Federal Republic of Germany and the Netherlands) compensation for 
bad weather is paid directly by the employer at the same time as wages. 

In Austria and Ireland, on the other hand, compensation schemes are 
financed by contributions from both employers and workers. In Austria 
the compensation is paid by the employer, who receives a full refund 
from the appropriate employment office. In addition, he receives a 
further sum equal to 25 per cent. of such compensation, to cover extra 
social security payments during the stoppage of work. In actual fact 
the federal Government merely advances this money to the employer 
since the compensation is covered by a special contribution from em- 
ployers and workers equal to 1 per cent. of the unemployment insurance 


1 This waiting period is as follows : for workers without families—two days during the 
summer and one day during the winter with a maximum of 12 days’ waiting during the 
year ; for workers with families—one day during the summer and not more than six days’ 
waiting during the year. 

? In Denmark the workers, with the help of a government grant, finance the payment 
of = but their contributions are paid under the general unemployment insurance 
scheme. 





204 | 


INTERNATIONAL LABOUR REVIEW 





contribution, and shared equally between the two parties. The federal 
Government may also make a grant towards the payment of compensa- 
tion whenever the available funds are inadequate, although such grants 
may not exceed 0.5 per cent. of the contribution to the unemployment 
insurance scheme. 

In Ireland the weekly contributions by employers and workers for 
this purpose (payable by each of the parties) amount to 1s. 2d. in the 
case of skilled workers, 11d. in the case of labourers and 3d. in the case 
of apprentices. 

Some details are given below about the status and structure of special 
compensation schemes. The compensation fund for construction workers 
in the Federal Republic of Germany is a body corporate comprising the 
employers’ and workers’ associations in the industry. It is organised 
on a joint basis and administered by a board of 12 members, of whom 
six represents the employers and six the workers. The senior organ of 
the fund is the general meeting made up of sixty members, representing 
thirty employers’ associations and thirty trade unions. This compen- 
sation fund is financed by contributions from the employers, which are 
levied on wages. The agreements of 26 May 1955 and 30 June 1955 
(applicable to Bavaria) which were referred to earlier provide for a 
special increase of 0.04 marks in the basic hourly wage of construction 
workers. This increase, which is not subject to tax or deductions for 
social security purposes, is paid directly into the compensation fund. 
Works councils are empowered to check that these contributions are 
in fact being paid regularly. 

As was stated earlier the stabilisation fund for construction workers 
in Belgium (Fonds de sécurité d’existence) is designed to provide addi- 
tional protection against the risk of unemployment caused by frost. 
This fund is operated on a non-profit-making basis and, like its German 
counterpart, is run by representatives of both employers and workers. 
The Ministry of Labour supervises its operation through one or more 
representatives appointed for this purpose. The fund is financed by 
contributions from undertakings belonging to the National Joint Council 
for the Construction Industry. These undertakings include Belgian 
concerns operating at home or abroad, as well as foreign firms operating 
in Belgium. The level of the employers’ contribution is fixed each year 
by special order after consultation with the Joint Council. During the 
first year of the fund’s operation (1947-48) the contribution amounted 
to 2 per cent. of wages, while for the years 1950-51 it was cut to 1 per 
cent. for structural work and 0.25 per cent. for finishing-off work. For 
the period from 1 January to 30 September 1958 the corresponding 
figures are 3 per cent. and 0.50 per cent. Contributions for unemploy- 
ment caused by frost are paid to the National Social Security Office. 

In the Netherlands the fund which pays compensation for unemploy- 
ment caused by frost (Risicofonds) operates in much the same way. 
This fund was established in November 1947 on the Government's 
recommendation and with the co-operation of the construction employers’ 
and workers’ organisations. Membership of the fund is compulsory for 
undertakings in the building and allied industries. It is run by a board 
made up of employers’ and workers’ representatives and no decision 
may be taken without the agreement of both parties, despite the fact 
that the fund is wholly financed by employers’ contributions. Before 
the introduction of the general unemployment insurance scheme in 1952 
the Government also made a grant equal to 40 per cent. of these contri- 
butions, which, at the time, totalled 6 per cent. of wages. Despite the 
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difficulty of financing the scheme after the Government had withdrawn 
from it, the employers decided not to wind it up because it gave better 
coverage than the unemployment insurance scheme and helped them 
to hold on to their workers whenever there was a stoppage caused by 
bad weather. 

Since 1955 various steps have been taken (for a trial period of three 
years) to cope with this situation. As was mentioned earlier, benefit for 
some classes of workers is confined to 192 hours. It was also decided to 
cut the employers’ contribution to 4.75 per cent. of the total wage bill 
whenever the income of the fund—after allocating 10 million florins to 
reserve—exceeded the expenditure on compensation for unemployment 
caused by frost. 

Reference should also be made to the supplementary unemployment 
fund set up in Ireland under the 1942 Act. Unlike the compensation 
schemes in existence in other countries, this fund is managed and con- 
trolled by the Minister of Industry and Commerce, who may alter the 
rate of employers’ and workers’ contributions as he deems fit. The 
Minister of Finance is consulted regarding the investment of any surplus 
reserves or any advances made by the main unemployment insurance 
scheme. 


OTHER METHODS OF COMPENSATION 


Considerable efforts have thus been made in Europe over the last 
few years to protect construction workers against the risk of unemploy- 
ment due to bad weather, and many countries have introduced supple- 
mentary insurance schemes to compensate for the loss of employment 


and earnings involved. Some countries—e.g. Hungary, Italy and Yugo- 
slavia—have, however, tried .other methods. One such method is to 
give construction workers, and particularly those who are only inter- 
mittently employed, a special wage bonus to offset the loss of earnings 
caused by stoppages. 

Hungary is one of the European countries that have adopted this 
approach. Under a government order (No. 3033/1957) issued at the 
beginning of 1957, construction workers are paid a bonus equal to 15 
per cent. of their normal wage to compensate for stoppages of work 
caused by severe cold, rain or frost. These regulations mainly affect 
workers who are not regularly employed by a construction concern 
during the winter. They are designed to compensate for short as well as 
prolonged stoppages of work. The payment of this bonus is, however, 
only one of a series of measures taken to deal with seasonal unemploy- 
ment and stabilise employment in the construction industry in Hungary. 
An extra six days’ leave, for instance, is given to workers who are em- 
ployed by concerns run by the Ministry of Construction and who decide 
to take their holidays in the winter. 

Before the introduction of the 1957 regulations, construction workers 
who were temporarily forced to stop work because of bad weather were 
paid compensation equal to 50 per cent. of their normal wage and, in 
addition, during periods of frost they were allowed, subject to certain 
conditions, to take a special rest period for which they also drew 50 per 
cent. of the normal wage. Furthermore, workers employed in the open 
air or in inadequately covered premises or on the loading and unloading 
of materials were entitled to a bonus varying from 10 to 15 per cent. in 
the event of frost. The payment of this bonus was, however, confined 
to workers paid on piece-rates. 
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Poland has adopted a more or less similar compensation scheme for 
workers paid on a piece-rate basis. 

The system of paying a bonus on wages is also practised in Italy. 
Section 15 of the national collective agreement for the building and allied 
trades which was signed on 13 September 1957 and came into force on 
1 October of the same year, provides for the payment of a special allow- 
ance to construction workers in the form of a wage bonus to compensate 
for the instability of employment and earnings characteristic of the 
industry. In actual fact this bonus is largely designed to offset loss of 
earnings caused by bad weather. It ranges from 3 to 9 per cent. of the 
normal wage depending on the climatic conditions in the province ; 
it is naturally higher in Northern Italy than in the South. 

In addition to the safeguards afforded by section 15 of the collective 
agreement just referred to, construction workers are also entitled to 
draw benefit from the “Compensation Fund for Loss of Wages by 
Industrial Workers ”, which forms part of the National Social Welfare 
Institution and covers the whole of industry. When workers work fewer 
than 40 hours in a week (with a corresponding reduction in earnings) 
the Fund pays them an allowance equal to two-thirds of the wages they 
would have earned in the hours not worked between 24 and 40 a week. 
Workers who work more than 24 hours are entitled to their full family 
allowances, but when the number of hours worked falls below this 
figure, the allowances are paid at a reduced rate. This system can be 
compared with the guaranteed wage scheme in the United Kingdom ', 
which is also designed to give the workers a minimum weekly wage 
and in comsequence a certain stability of earnings. The two systems 
have certain features in common even though their basis is different. 

Compensation in Italy is granted under section 10 of the national 
collective agreement referred to earlier. This system of compensation 
operates in the same way as systems specifically designed to deal with 
bad weather, although it applies to other forms of stoppages as well, 
since the section in question covers all stoppages of work caused by 
force majeure. It stipulates that if the interruptions exceed 30 minutes 
a day in the aggregate and if the employer keeps the workers on the 
site, they must be paid their normal wage rate for the whole time they 
are available. As bad weather is one of the commonest forms of /orce 
majeure, this clause is widely used to compensate losses of earnings 
from this cause. 

The system in force in Yugoslavia operates in much the same way. 
Section 246 of the new Act respecting Employment Relationships 
passed in December 1957 stipulates that workers in all undertakings 
must be compensated for stoppages of work for which they are not 
themselves responsible. It follows that this clause also applies to con- 
struction workers who are forced to stop because of bad weather. 

The rate of compensation and conditions of payment are laid down 
in the rules of remuneration of each undertaking. The Act states, 
however, that the compensation may not be less than the minimum 
“personal income” of the person affected, by which is meant the 
minimum wage fixed for him. 

It may be of interest to quote, as an example, the conditions of 
payment in one of the largest construction undertakings, the “ RAD ” 
enterprise—which has its head office in Belgrade. Under the wage scale 
for this concern drawn up in 1957, any worker who is forced to stop for 


1 See pp. 197-198 above. 
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reasons beyond his control and who is not assigned to another job is 
entitled to benefit at the rate of 70 per cent. of his normal wage. 

This benefit is not payable to workers who refuse to do some other 
job either at the same site or elsewhere. It is paid only to workers who 
can produce a certificate stating the reasons for the stoppage and its 
duration ; this certificate is issued by the undertaking itself and stamped 
by the appropriate People’s Committee. 


SUMMARY 


As this survey makes clear, construction workers in most European 
countries are specially protected against loss of employment or earnings 
due to interruptions or temporary stoppages of work as a result of bad 
weather. 

These stoppages of work, which may last anything from a few hours 
to several days, are perhaps one of the commonest causes of the instab- 
ility of employment which characterises the construction industry. Most 
countries have, therefore, as part of their general policy of stabilising 
employment in the industry, felt it essential to provide protection 
against losses caused by bad weather. 

As was seen earlier, compensation of this kind may be given under 
a general unemployment insurance scheme, but it is more usual for 
separate schemes to be set up. 

One of the main features of such schemes is that they apply only to 
workers who are able and willing to do their jobs, or who are ready to 
accept alternative jobs suited to their skills. This requirement has the 
advantage of keeping the cost of these schemes within reasonable bounds 
and of avoiding some forms of abuse, although finding suitable altern- 
ative work is not always an easy matter. Naturally this requirement 
does not apply to compensation systems which continue to operate 
after a worker has left an employer's service. 

Another difficulty lies in deciding whether the state of the weather 
warrants a stoppage of work. Normally this decision is taken by the 
employer, but it has sometimes been objected that he might seek to 
compel the men to go on working when conditions were really bad, or 
on the other hand, that he might be apt to call a halt too often in order 
to take advantage of the lower compensation rate. In many countries 
the practice is to go by official weather reports, but this does not seem 
to be entirely satisfactory in all cases. 

In cases where work is interrupted because of cold or frost, the 
practice of stipulating that the payment of compensation will be con- 
fined to cases where the temperature falls below a certain point seems to 
provide a satisfactory basis for the administration of such schemes. 

The level and duration of benefit for bad weather varies from one 
country to another depending on local conditions, the opportunities of 
finding alternative work and the scope of coverage under the main 
unemployment insurance scheme. In some countries compensation is 
paid during the winter period only, whereas in others it covers all cases 
of bad weather, whatever the season. Again, in some countries the 
cost of this compensation is borne by the employer, while in others the 
workers also pay contributions. It is rare for governments to make 
grants for this purpose. 

Another form of protection against unemployment caused by bad 
weather is provided by paying a wage bonus or special allowance to 
compensate for the intermittent character of employment in the industry. 
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While schemes such as those which have been described in this 
article have sometimes been criticised on the grounds that they may 
tend to diminish the worker’s enthusiasm for work during periods of 
bad weather, and thereby adversely affect productivity and output, it 
is generally agreed that such schemes have done much towards alleviat- 
ing hardship among construction workers and are a valuable contribution 
towards better conditions of employment in the industry. 
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1 Frank TANNENBAUM: A Philosophy of Labor (New York, Alfred A. Knopf, 1951). 
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mination. The first stage is to delineate the phenomenon of trade unionism 
in the form of a “ model” of reasoning, and to define the complex goals of 
trade union action (growth and survival of the union, level of employment, 
level of wages, political considerations). The second stage is to review the 
methods, channels and results of union action; this occupies the closing 
chapters of the book, which is directed more to defining lines of further 
inquiry and suggesting solutions than to presenting results with pretensions 
to finality. 


WASSEIGE, Yves de. L’automation, progrés technique, progrés économique. 
Progrés social? Etudes sociales, No. II. Brussels, La Pensée catholique ; 
Paris, Office général du livre, 1957. 96 pp. 30 Belgian francs. 


Yugoslavia, Economic Guide. Belgrade, Privredni Pregled, 1958. 326 pp. 

The first edition of a guide, to be reissued annually, on the governmental 
and social system, culture and economy of Yugoslavia. The major part of 
the guide is concerned with industry, mining and other economic activities. 


Statistics. 


ASSOCIAZIONE INDUSTRIALE LOMBARDA. Comparazione dei salari e del 
costo del lavoro in Europa. 2 edizione. Milan, 1958. 131 pp. 

A comparison of wages and related elements of labour cost for a number 
of occupations in the chemical, engineering, and textile industries of Belgium, 
France, the Federal Republic of Germany, Italy, Switzerland, and the 
United Kingdom. The data relate principally to the situation in June 1957. 
Comparable information for June 1956 was published in the first (1957) 
edition. 

PasyukuH, T. B. Cmamucmuyeckue memodoi u3zyyenua HapodHo20 xo3aticmea. 
Moscow, TocyfapcrBpeHHoe cTaTucTuyecKkoe u3faTemBcTBO, 1957. 287 pp. 
10.55 roubles. 

A study, by T. V. Riabushkin, of statistical methods for the analysis 
of the national economy, this volume consists of five sections which deal 
respectively with types of statistical indicators, the classification of the 
national economy into sectors, the proportionate composition of the U.S.S.R. 
national economy and interrelations between sectors, the composition of 
national income in capitalist countries (with a number of interesting examples 
drawn from statistics of the Federal Republic of Germany and input-output 
analysis in the United States of America), and problems of international 
comparability. 


Industrial Relations ; Employers’ and Workers’ Organisations. 


CENTRO DE ESTUDIOS SINDICALES. Selecciones de la serie monografica, Num. 2. 
Madrid, 1958. 407 pp. 


DEPARTMENT OF LABOR, BUREAU OF LABOR STATISTICS, United States. 
Brief History of the American Labor Movement. Washington, 1957. 
vi+85 pp. 35 cents. 


DERBER, Milton, and Younc, Edwin (editors). Labor and the New Deal. 

Madison, University of Wisconsin Press, 1957. xi+393 pp. $6. 

The purpose of this volume is to trace the effect of Franklin D. Roose- 
velt’s “New Deal” on labour institutions in the United States. It consists 
of a collection of ten essays, written by various members of the Department 
of Economics of the University of Wisconsin and the Institute of Labour and 
Industrial Relations of the University of Illinois, designed to analyse and 
interpret selected aspects of labour relations and the labour movement 
during the New Deal years and their implications for the present. 
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COopHux pyKkosodawjux mamepuaaoe no opeaHu3zayuoHHo-maccosoli pabome 
npodcow30e. Moscow, U3yatenpctso BLICIIC, 1957. 167 pp. 3.60 roubles. 


Published by the Soviet Trade Union Publishing House, this compilation 
of directives concerning the trade unions’ mass organisation activities is 
arranged in five sections. The first deals with questions of union organisa- 
tion and work in general. It contains the basic provisions of the rules of 
the trade unions and also gives the decisions of the executive bodies on the 
subject of mass organisation and the conclusion of collective agreements. 
The second section contains excerpts from the main resolutions of the Prae- 
sidium and the Secretariat of the Central Council of Soviet Trade Unions 
concerning the conditions for union membership. The third section sets out 
the basic decisions of the executive bodies of the Central Council of Trade 
Unions, which illustrate the democratic character of the Soviet trade unions. 
The fourth section gives the chief provisions concerning trade union acti- 
vists and their training, while the fifth and last section consists of a collection 
of instructions on recruitment and accounting (admission of members, 
meetings and contributions from union supporters); it also deals with 
statistical reporting and the forwarding of information from the various 
unions to the executive bodies. 


Labour Law. 


DEPARTEMENT DU TRAVAIL ET DU BIEN-£TRE SOCIAL, Haiti. Guide dela 
législation du travail, Deuxiéme édition. Port-au-Prince, 1958. 115 pp. 


JARAMILLO PEREZ, Luis A. Jurisprudencia de los conflictos individuales del 
trabajo. Tomo I. Quito, Editorial Universitaria, 1957. 813 pp. 60 sucres. 


Management. 


CALHOON, Richard P., NoLranp, E. William, and WHITEHILL, Arthur M. 
Cases on Human Relations in Management. New York, Toronto, London, 
McGraw-Hill Book Company, 1958. viii+444 pp. 


Manpower. 


FFORDE, J. S. Amn International Trade in Managerial Skills. Being an 
Inquiry into the Provision of Certain British Managerial and Technical 
Services for the Operation of Industrial Enterprise in Underdeveloped 
Countries. Oxford, Basil Blackwell, 1957. viii+153 pp. 18s. 6d. 

The author deals with one of the methods by which underdeveloped 
countries may try to alleviate a deficiency in managerial and technical 
skills: the direct importation of managerial and technical services, on a 
long-term or short-term basis, for use in the operation of industrial and 
other enterprises. He attempts to analyse the problems inherent in such 
importation and, in examining British experience in this field in South and 
South-East Asia, to answer the following questions : How may the countries 
concerned best acquire and use such services ? How can they attract them 
in correct quantity and quality but on terms that are consistent with social 
and political requirements ? 


Vocational Guidance and Training ; Rehabilitation. 


Bouny, Ferdinand. Berufswahlbuch fiir Knaben. Aarau, Verlag H. R. Sauer- 
lander & Co. ; Ziirich, Schweizerischer Verband fiir Berufsberatung und 
Lehrlingsfiirsorge, 1958. 256 pp. 
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CrLarRK, Harold F., and SLtoan, Harold. Classrooms in the Factories. An 
Account of Educational Activities Conducted by American Industry. 
Rutherford, N.J., Fairleigh Dickinson University, Institute of Research; 
New York, University Press, 1958. xiii+139 pp. 

A report on the educational activities carried on by some 500 of the 
largest industrial corporations in the United States. By “ education ” is 
here meant a definite programme in which knowledge or skills are taught 
according to some predetermined plan,with periodic group meetings, required 
assignments and examinations, or some comparable means of judging 
achievement. Education which applies exclusively to a particular product 
or trade, such as sales or apprenticeship training, is not included. Factual 
materials incorporated in this study were garnered from four sources, 
namely : (1) questionnaires, (2) personal conferences, (3) brochures, cata- 
logues, and announcements distributed by the corporations, and (4) current 
literature on the subject. 

The report contains ten chapters and reviews the origin of corporation 
educational activities, surveys their extent and nature, and analyses the 
subject matter with which they deal. No evaluation or criticisms are 
presented. 

In reporting, the authors proceed from general observations to more 
specific discussions. Chapter I reviews the origin of the movement for edu- 
cation in industry. Chapter II reports on the returns received from the 
questionnaires. Chapter III describes the number of integrated educational 
programmes in managerial development and technical instruction. In 
Chapters IV to VIII the authors give a detailed explanation of the subject 
matter and teaching methods used in various courses included under the 
following five general headings : (1) orientation, (2) management and super- 
visory development, (3) human relations, (4) technical subjects and (5) 
general subjects. Chapter IX considers various policies used by industries 
for co-operating with formal educational institutions and Chapter X dis- 
cusses the impact of education in industry upon American civilisation as 
a whole. All of the information contained in the report has come directly 
or indirectly from industry. 


Hatcu, Raymond N., and STEFFLRE, Buford. Administration of Guidance 
Services. Organisation, Supervision, Evaluation. Englewood Cliffs, N.]., 
Prentice Hall, 1958. ix+499 pp. 

After demonstrating the value of school guidance services and discussing 
the principles on which they should be organised, the authors describe in 
Part I the functions of the various workers (e.g. the welfare worker, the 
school psychologist, the nurse, the educational research specialist, etc.) who 
have a hand in providing what are known as “ pupil and student personnel 
services ” in primary schools and colleges. They then go on to examine the 
administrative structure required to ensure the maximum efficiency in 
guidance services and suggest model organisational patterns functionally 
integrated into the general school system. Considerable space is devoted 
in this chapter to the problem of the training and certification of guidance 
workers and specialists. Administrative problems relating to the various 
operations that enter into guidance work (e.g. collecting and recording 
necessary information, organising the information, counselling, placement 
and follow-up services, etc.) are then examined, together with the budgetary 
and equipment problems entailed in the operation of these services. 

Lastly, the authors put forward suggestions as to methods of evaluating 
guidance services and possible ways of improving them. 

Part II is given over to detailed and critical case studies of the services 
existing in three school districts. 


Conditions of Work. 


DEPARTMENT OF LABOR, WOMEN’S BuREAU, UNITED StaTEs. Nurses and 
Other Hospital Personnel. Their Earnings and Employment Conditions. 
Washington, 1958. iii+27 pp. 15 cents. 
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GUILLEBAUD, C. W. The Wages Councils System in Great Britain. Economic 
Monograph. London, James Nisbet & Co., 1958. 31 pp. 2s. 6d. 


Hukonpcxnit, B. C. Opzanuzayua mpyda u 3apabomxHaa naama Ha y2oAbHoix 
waxmax (CnpaBpoyHoe nocobue win paboTHHKOB waxTbI). Moscow, Yrue- 
Texu3faT 1957. 259 pp. 8.55 roubles. 

Labour organisation and wages in the coal industry (a manual for the 
use of miners), by V. S. Nikolski. 


Social Security ; Public Health. 


Les accidents du travail et les maladies professionnelles. Edition entiére- 
ment refondue. Manuels de législation et de pratique sociale publiés 
sous la direction de Michel LasNne et de René Lasne. Paris, Les Editions 
sociales francaises, 1958. 178 pp. 


COMMISSION DE COORDINATION DE L’OFFICE D’IDENTIFICATION DE L’AGGLO- 
MERATION BRUXELLOISE. Les problémes de la vieillesse. Tome I: En 
Belgique. Cycle de confévences présentées aux véunions de travailleurs 
sociaux de la Commission de coordination, sept. 1955-juillet 1957. Brussels, 
1957. 238 pp. 


— Les problémes de la vieillesse. Tome II: A l’étranger. Rapports présentés 
aux Journées internationales d'études organisées par la Commission de 
coordination de l’O. I., Bruxelles, 7-11 novembre 1956. Brussels, 1957. 
152 pp. 


Ex-saip, Sadek Mahdy. La sécurité sociale. Etude comparée et son application 
en Ivak. Cairo, El-Ettemad Printing Press, 1957. 600+56+-viii pp. 
Text in Arabic, table of contents in French. 


FONDS COLONIAL DES INVALIDITES. La sécurité sociale au Congo belge et au 
Ruanda-Urundi. Mise a jour au 1? octobre 1957. Brussels, Léopoldville, 
Fonds colonial des invalidités, 1957. 101 pp. 


FRIEDEBURG, Ludwig von, and WELTz, Friedrich. Altersbild und Altersvor- 
sorge der Arbeiter und Angestellten. Frankfurter Beitrage zur Soziologie. 
Im Auftrag des Instituts fiir Sozialforschung, Sonderheft 1. Frankfurt, 
Europiische Verlagsanstalt, 1958. 87 pp. 6.80 marks. 


GOVERNMENT ACTUARY, GREAT BRITAIN. Occupational Pension Schemes. 
A Survey by the Government Actuary. London, H.M. Stationery 
Office, 1958. 28 pp. 2s. 


GreEGG, Davis W. Group Life Insurance. An Analysis of Concepts, Contracts, 
Costs, and Company Practices. Published for the S. S. Huebner Found- 
ation for Insurance Education, University of Pennsylvania. Homewood, 
Illinois, Richard D. Irwin, 1957. xx+ 262 pp. $5. 


HINDERMANN, Walter E. Leit/aden fiir die Griindung von Personalfiirsorge- 
Einrichtungen. Alterssparkasse, Pensionskasse, Gruppenversicherungen 
und weitere Lésungen. Ziirich, Verlag Organisator A. G., 1958. 204 pp. 


Pecguet, J.-M. Les litiges de sécurité sociale. Manuels de législation et de 
pratique sociale. Paris, Les Editions sociales frangaises, 1958. 216 pp. 
1,100 francs. 


UNION DES INDUSTRIES METALLURGIQUES ET MINIERES. Sécurité sociale, 
régimes de prévoyance, véalisations sociales. Manuel de législation sociale. 
Tome II. Troisiéme édition. Paris, 1958. 777+xxxv pp. 


WILENSKY, Harold L., and LeBEeaux, Charles N. Industrial Society and 
Social Welfare. The Impact of Industrialization on the Supply and Organ- 
ization of Social Welfare Services in the United States. New York, Russell 
Sage Foundatior, 1958. 401 pp. $5. 

This work is an expansion of a working paper prepared for the Eighth 

International Conference of Social Work, Munich, 1956. It sets forth the 
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links between the changes in technology and social structure and the social 
problems which these changes have created in the cultural setting of the 
United States, as well as the resulting response in the form of social welfare 
activities, organisations and expenditures, including the profession of social 
work, 


Living Conditions ; Workers’ Education. 


Bopucoscknit, C. I. (nog pegakunei). Memoduka cocmaeaenua naana wecuAuuyHo- 
KOMMYHQ@AbHO20 xo3Alicmea. Moscow, M3yatenbcTtBo MHHHCTepcTBa KOMMy- 
HanbHoro xo3Aiictsa PC®CP, 1957. 406 pp. 15 roubles. 

This book edited by S. P. Borisovski discusses problems of planning 
in the “housing and communal economy”, a term which includes the 
provision and administration of housing and ancillary public services, such 
as electricity, gas, water, sewage disposal, etc., for the domestic user. It 
is intended for employees of public service undertakings and the planning 
and financial authorities concerned with the planning and financing aspects 
of these operations, 

The book points out that the business of planning the production and 
operating activities of public service undertakings presents peculiar features 
that proceed from the specific tasks of these undertakings. In contrast to 
industrial undertakings whose volume of production depends mainly on the 
capacity of their plant and their raw material resources, the activity of 
public service undertakings is closely linked to the possibility of serving a 
given locality whose needs for one or other service vary not only with the 
season, but also from month to month, day to day and even hour to hour. 
The output of such services cannot be stockpiled, for their production 
processes coincide chronologically with the requirements. The characteristic 
feature of these undertakings makes it necessary in planning to take into 
account not only the productive capacity of the undertaking but also the 
level of the demand and the exigencies of the public services over a given 
planning period. The book is not divided up according to the various types 
of public services but according to the divisions of the plan, viz. the produc- 
tion programme ; labour and wages ; prime cost of production or services 
rendered by public service undertakings ; structural repairs and maintenance; 
planning of the housing services ; planning of industrial production in the 
public services; planning of construction of accommodation and public 
services ; the financial plan for the “ communal economy ”; and planning 
of material and technical supplies. 


Agriculture. 


Bouvier, Charles. La collectivisation de l’agriculture. U.R.S.S. - Chine - 
Démocraties populaires. Paris, Librairie Armand Colin, 1958. 242 pp.+ 
tables. 

A study of the collectivisation of agriculture, its origin and history, its 
main features and problems and its role in general economic policy in the 
U.S.S.R. and other Communist countries. Particular attention is paid to the 
varied and complex systems of collective ownership, the organisational 
structure of collective farms, their management and work organisation, 
the distribution of the farm produce between the State and the collective 
farm, the remuneration of collective farmers, the social, cultural and admin- 
istrative implications of collective farming and the pros and cons of large- 
scale and small-scale farming. 

The author contends that the collective farm is a complex and, in certain 
respects, still vaguely defined social and economic unit, the structure of 
which varies according to the different stages and needs of economic and 
social development in the countries under review ; it is a compromise between 
the conscious action of men and the exigencies of reality. The study, there- 
fore, does not attempt to give a rigid definition of the system of collective 
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farming. Rather it tries to present a detailed picture of the developments 
and tendencies inherent in long-term programmes aimed at transforming 
agriculture into a Socialist institution. 

The book was concluded before the news became known of the far- 
reaching measures recently taken in the U.S.S.R. to dissolve the agricultural 
machine and tractor stations and to sell their equipment to collective farms. 


FORSCHUNGSGESELLSCHAFT FUR AGRARPOLITIK UND AGRARSOZIOLOGIE E.V., 
Bonn. Ldndliche Sozialforschung. Grundfragen und Entwicklungslinien. 
Vortrdge und Verhandlungen der Arbeitstagung am 21. Juni 1957 in 
Miinchen. Berichte iiber Landwirtschaft, herausgegeben vom Bundes- 
ministerium fiir Ernahrung, Landwirtschaft und Forsten, Nr. 168. Sonder- 
heft. Hamburg, Berlin, Verlag Paul Parey, 1957. 81 pp. 5.80 marks. 
Contains the proceedings of a working party organised by the West 

German Research Society for Agricultural Policy and Rural Sociology and 
gives a detailed review of the origin, the main current subjects and the 
future tasks of rural sociological research in the Federal Republic of Germany, 
as well as a summary account of the research work undertaken by the above- 
mentioned society since 1952. A complete list of the society’s publications 
is appended. 

The book also contains two papers on the “ Prospects of the Countryside 
in Modern Society—Tradition and Change” and on “ Improving the Agri- 
cultural Structure in Underdeveloped Areas”. During the discussion of these 
papers, the important conclusion emerged that there is a growing need for 
rural sociologists to consider national problems from a wider international 
point of view. 


Mepumu, I. H. (nog peaakuneii). Dkonomuyeckue eonpocet naanuposku xo3All- 
cméeHHbix yeHmpos Korx030e u MTC. Moscow, Cenbxosru3, 1957. 351 pp. 
9.10 roubles. 

This collection of essays prepared by the Economics Institute of the 
Academy of Science of the Soviet Union and edited by P. N. Pershin is 
designed to clarify a number of questions concerning the economic basis of 
planning for rural centres. The purpose in so doing is to work out a method 
of planning for machine and tractor stations (now known as district tractor 
stations), collective farms, farmsteads and dwelling areas in collective farm 
villages, with a view to carrying out major construction work with a mini- 
mum of expenditure, and at the same time to reducing operating costs in 
agriculture. 

The book points out that many repair shops, outbuildings for agricultural 
machinery and a considerable amount of accommodation for use as housing 
and commercial premises are being built in rural areas. The enormous 
increase in collectively owned live-stock in the collective farms is making it 
necessary to plan a large-scale scheme for the construction of stabling, while 
hundreds of thousands of hothouses and millions of cold frames are necessi- 
tated by the increase in vegetable growing and market gardening. Construc- 
tion of industrial plant of all kinds for state farms, collective farms and 
machine and tractor stations is expanding in line with the general rise in 
agricultural production as a whole. Drawing upon the experience acquired 
in collective farms and machine and tractor stations in various parts of the 
Soviet Union, the authors give a detailed method of calculation for use in 
the planning of rural areas. The articles in this collection draw attention 
particularly to the economic factors which must be taken into consideration 
when choosing types of buildings and siting them on the land of the farm in 
question (e.g. transport problems, water supply, electricity supply and 
radio communications), 


Wituiams, D. B. Economic and Technical Problems of Australia’s Rural 
Industries. Melbourne, University Press, 1957. xii+146 pp. 27s. 6d. 
This book is mainly concerned with the present situation, the major 

economic and technical problems and the general importance of Australian 
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agriculture, which accounts for over 85 per cent. of the export earnings of 
the country. It deals with general post-war economic policies, the agri- 
cultural structure, price and marketing policies, land tenure and settlement, 
taxation and credit, mechanisation and advisory services and current issues 
of agricultural policies. Several case studies of selected Australian farms 
are included in an appendix. 

Though the emphasis of the study is placed on economic questions, some 
reference is also made to social problems and their impact on the present 
position of Australian agriculture. A problem of major concern in this 
respect is the marked distinction between city and country life as reflected 
in the lack of adequate educational, medical and recreational facilities, 
social services and amenities in rural areas. This situation has greatly con- 
tributed to the fact that manpower is attracted to urban rather than to 
rural occupations. A considerable part of rural policy in recent years has 
therefore consisted of efforts to improve amenities and working conditions 
on farms and to provide government services (railways, telephones, roads 
and public works) as part of the general policy of attracting more resources 
to the agricultural sector. The aim of this policy is to maintain the favour- 
able position of Australian agriculture in comparison with non-rural indus- 
tries in Australia and with competing agricultural industries in overseas 
countries, 


Co-operation ; Handicrafts. 


Bosis10, Oliviero. Le societa cooperative. Manuale pratico per organizzatori, 
presidenti, amministratori, sindaci e segretari di cooperative. Fifth edition. 


Milan, L. di G. Pirola, 1957. 315 pp. 1,500 liras. 


A complete handbook for a co-operative manager in Italy. In the first 
part the author gives a full description of the organs of a co-operative society 
and their functions and limitations according to Italian law as well as a set 
of model by-laws for different types of co-operative. The second part consists 
of a detailed description of the actual functioning of co-operatives, members, 
capital, accounting methods, etc., as well as their fiscal problems. The 
co-operative law in Italy is given in an appendix. 


EICHHORN, Gerd. Genossenschaften und Genossenschaftsrecht in Frankreich. 
Marburg (Lahn), Institut fiir Genossenschaftswesen an der Philipps- 
Universitat, 1957. 224 pp. 12.90 marks. 


The first part of this work is devoted to an analysis of the present posi- 
tion and principal features of the co-operative movement in France as 
influenced and moulded by general economic and legislative trends in that 
country. In the second part the author examines the structure and organisa- 
tion of French co-operatives as conditioned by the current prescriptions in 
the various laws relating to co-operatives. 


HENZLER, Reinhold. Die Genossenschaft, eine férdernde Betriebswirtscha}t. 

Essen, Verlag W. Girardet, 1957. 228 pp. 19.80 marks. 

Starting from the premise that the developments of the present century 
in the spheres of organisation and business have exercised an appreciable 
influence on the co-operative movement as a whole and on individual 
co-operatives as such, the author re-examines a number of the principal 
structural characteristics of the co-operative as an enterprise. He comes 
to the conclusion that despite all the pressure on the co-operative form of 
enterprise to extend beyond the traditional function of catering for the 
most elementary needs, the promotion of the economy of its members 
remains the over-all objective of the co-operative enterprise as well as one 
of its most distinguishing features in the pattern of economic organisation. 
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The LL.O. 


The International Labour Organisation is an intergovernmental agency, of which 
79 countries are members. Representatives of governments, of management and of 
labour organisations participate in its work. It was established in 1919 and entered 
into relationship with the United Nations as a specialised agency in 1946. 


Its purpose is to promote social justice in all the countries of the world. To this 
end it collects and disseminates information about labour and social conditions, for- 
mulates international standards and supervises their national application. It also 
engages in operational activities and provides technical assistance in carrying out 
social and economic development programmes. 


The machinery of the Organisation consists of— 


The International Labour Conference, which is the supreme body of the Organisa- 
tion. It constitutes a world forum for labour and social questions. National dele- 
gations to the annual meetings comprise four delegates, two representing the 
government, one representing management, and one representing labour ; each 
delegate speaks and votes independently, so that all points of view find full 
expression. 


The Governing Body, composed of twenty government representatives, ten 
representatives of management and ten representatives of labour, which is the 
executive council of the Organisation. 


The International Labour Office, which acts as a secretariat, an operational head- 


quarters, a world information centre and a publishing house. It is staffed by 
experts drawn from many different countries, whose knowledge, experience and 
advice are available to all nations which are Members of the Organisation. It has 
branch offices and correspondents in many countries, 


The Conference adopts international labour standards which are formulated in 
special international treaties called Conventions, and in Recommendations. These are 
based on careful fact-finding and discussion. As a two-thirds majority of the Con- 
ference is required for their adoption they represent the general agreement of informed 
world opinion. The decisions of the Conference are not automatically binding, but 
governments must submit the Conference standards to their national legislatures. 
When the legislature accepts a Convention the government is bound to apply it. 


On the operational side the I.L.O. provides governments with expert advice and 
technical assistance in matters connected with labour and social policy. For this 
purpose it has established in various parts of the world field offices which serve as 
centres for assistance to governments in such matters as building up employment 
services, increasing productivity, the development of training facilities and the 
administration of social security programmes, The I.L.O. participates in operating 
the United Nations Expanded Programme of Technical Assistance. 


The work of the Organisation also includes the holding of regional conferences, 
sessions of Industrial Committees to discuss the problems of particular industries on 
an international basis, and a variety of specialised technical meetings. 

All these activities are closely co-ordinated with a view to fulfilment of the purpose 
for which the International Labour Organisation was created—the promotion of 
social justice and peace. 
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